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How the Internet's biggest phenomenon is 
etting its act together to dominate India's rapidly 
^; growing online market and leverage local tech 
“alent to stay on the bleeding edge of innovation. 
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HIS YEAR IN TECHDOM BEGAN WITH A RUMOUR THAT 
Google, the search engine that is used 250 million 
times each day by an estimated 380 million users 
across the world, would announce a low cost PC; complete : 
with a software package, which would be Microsoft's 
first real challenger in the personal computing world. 
As it happened, that was inspired speculation, which 
turned out not to be true. Yet, Google at the recently con- 
cluded consumer electronics show in Las Vegas did 
announce new things. Like the Google Video Store, which 
allows consumers to buy and rent a wide range of video 
content. And Google Pack, which would bring together 
software from Google and other companies for users to 
download and use to do many of the things that are cur- 
rently offered by software near-monopoly Microsoft. 
Google is not quite eight years old and already giants 
like Microsoft, despite their public pronouncements to the 
contrary, are sitting up and taking notice of its core strat- 


‚еру that combines web search with advertising to rake in 


the revenues. Google's inscru- , 
tability is legendary. It often 
launches products quietly and 
in beta versions, depending on 
word-of-mouth and buzz to | 
make them (what often become) |, 
thundering successes. Google 








three million people before it 
has gone into production and ` 
has forced Hotmail and ` 
YahooMail to increase free stor- 
age space and rethink their busi- 
ness plans. Just 16 months after it went public, Google is 
valued at $138 billion (Rs 6,21,000 crore) and its co- 
founders, the 30-something Larry Page and Sergey Brin, 
are billionaire celebrities. Extra bullish analysts are pre- 
dicting that the Google stock, currently trading at $465, 
could shoot up to $600 or even $1,000, which could mean 
a valuation of up to $280 billion (Rs 12,60,000 crore). 

While our cover story does take you on Google's 
incredible ride and charts out what its exciting future 
(some of that can seem scary) may look like, it 
focusses on what this company is up to in India. 
Assistant Editor Sahad P.V. cracked the company's 
reticence to find that Google is betting big in India— 
both as an advertising market as well as a source for its 
ever growing need for software expertise. 

This edition also has two specials. The auto industry 
special, an insight into India's automobile industry, comes 
at a time when the premier international auto fair opens 
in Delhi, while the first issue of ВТ Money, a personal 
finance special that you could look for in every issue, is a 
guide to investing in 2006. 
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At the Rawa Oil field off the coast of Andhra Pradesh, 
Videocon in partnership with Cairn Energy of the UK, 
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For Videocon, the horizons have never been wider, as it 
follows the rising sun around the world. 
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10 Tasks For The PM 

If the Prime Minister has to keep the 
economy and the stock market on a roll, 
here's a list of 10 things he needs to 
accomplish this year. 
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TRAI's Unified Licensing 
It's inevitable in an era of technology 
convergence. 


Retail Will Boom. QED 
The sector will grow three-fold over 
the next four years. 
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Low-cost test kit generates hope. 
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Missing The Fizz 

The inside story on how 
Coca-Cola and Pepsi got it 
wrong in the Indian market, 
and what they're doing to 
set things right. 


Pepsi's Bakshi 





A Small Step Forward 

The WTO Ministerial Round in Hong Kong has 
resulted in a status quo on services and non- 
agricultural market access. But at least the dead- 
lock of the earlier rounds has been broken and 
the spirit of multilateralism has lived to fight 
another day. 






Mukesh D. Amba 


The Battle’s Over, But The War Isn’t 
They may have reached a settlement in 2005, 
but as the Ambani brothers chart out their 
respective growth mega-plans, you can expect 
much more sparring in the shadows. 
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Trucking On 
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to trucks to 
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m e 

auto industry 
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St an unprecedented 
у ‚ boom. 
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BT AUTO SPECIAL 


68 А Car For Every Indian? 
Perhaps not in another 50, or even 100, 
years, but there's little doubt that India is 
among the last virgin car markets. 


76 Motorcycle Mania 
Cars are aspirational, but two-wheelers are what 
the nation rides on. And that’s unlikely to change 
for decades to come. 

82 Trucking On 
With the economy booming, commercial 
vehicle sales are clipping. But unfortunately 


for giants Tata Motors and Ashok Leyland, 
there's global competition on their heels. 
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Long considered a job shop, India is turning 
out to be an engineering centre as well. But 
there's a long way to go. 
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surprising comeback. 
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Dadiseth; Professor at the 
Jawaharlal Nehru Centre for 
Advanced Scientific Research 
Chintamani Nagesa 
Ramachandra Rao; CPI’s Brinda 
Karat; Infosys co-founder, N.R. 
Narayana Murthy; the man behind Bangalore Labs 
and Quintant, T.G. “Tiger” Ramesh; 
Sanjay Puri, founder of USINPAC 
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142 Prathap Chandra Reddy, Executive Chairman, 
Apollo Hospitals 
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Now, get a hot new management tip 


polls through SMS on 
ТО RECEIVE BT'S TIP OF THE DAY 
1. Go to "Write messages” on your mobile 
phone. 
2. Type "BTTIP" on the message screen. 
3. Send the message tothe number "2424". 
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AS CONSUMERS INCREASINGLY LOOK 
for tailor-made vacations, e-tourism is 
taking a new shape. Now, search 
engines are allowing customers to find 
the best value or lowest price for air 
tickets and hotels. Here is a look at 
global trends. 


es eh pnr ere 
your mobile phone 24 hours a day. 
TO ANSWER THE BT-ON-THE-MOVE QUESTION 
Will the farm sector take a hit because of 
cold wave? 


1. Go to "Write messages" on your mobile phone. 


2. Type "BTPOLL Y" for Yes. 
Type "BTPOLL N" for No. 
3. Send the message to the number "2424". 


Readers can also participate in the poll at www.business-today.com 
Powered by ActiveMedia Technology www.sctivemediatech.com 
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Killer looks. 
Killer performance 


Introducing the Wipro LittleGenius UltraSlim series. The sleek, 1.69 kg notebook now comes with a 


combo drive that lets you burn CDs anytime, anywhere. And with a 3.5-hour long battery life. Take a look 
There's more to it than meets the eye 
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What Will It Take For CEOs... 
The BT Anniversary Issue (25 
Challenges For India) touches 
upon several core issues bothering 
us for several decades now. That’s 
the Catch! No doubt, the learned 
articles by India’s think-tank are 
incisive, and offer some solutions. 
Much better would have been 
some stock-taking on what these 
captains have achieved in their 
respective companies. An annual 
statement of account would be 
appropriate. Anyway, they can 
show the way to politicians! 


YASH CHADHA, DELHI 








Best letter wins 
a HIDESIGN travel bag 


from 


M d 
JK PAPER LTD. 


Creating lasting impressions 





Let The Ideas Flow 
The Anniversary Issue, 25 
Challenges For India (Br, January 
15, 2006) is a wonderful collection 
of articles, with the charts at the 
end of each article capturing the 
entire essence of the story. It is a 
Collector's item. 

G. VENKATARAMAN, through e-mail 


No Yardstick 

Sunil Mittal states in his article 
What will It Take...(pr, January 
15, 2006), that a Benarasi sari 
can be produced on a powerloom 
in China. As a former member 


of the Central Silk Board, I beg to 
differ. While China can supply 
plain silk cheaper because tlieir 
cocoons yield 33 per cent more 
yarn than ours, they cannot beat 
us at our finish and fine crafts- 
manship. 

N.K. CHETTI, CHENNAI 


Whose Circle Of Friends? 
With reference to Who is P.K. Ruia? 
(вт, January 1, 2006 ), І am shocked 
and surprised to find that you have 
mentioned names of few extremely 
respectable public figures as 
belonging to my circle of friends 
and attributed that list to me and 
thereby, creating a great degree of 
confusion and sending wrong 
signals in different circles. Let me 
make it absolutely clear that I did 
not draw up any list of my friends 
or circle of friends before the вт 
correspondent. 

Р.К. RUIA, KOLKATA 





Errata 

On Page 51 of the story titled 
Missing The Fizz, the last sentence of 
first paragraph should read as: “The 
company’s annual report for 2004- 
OS alludes to the fact that if non-al- 
coholic beverages were admissible un- 
der the provisions of the Sick 
Industrial Companies Act, Hindustan 
Coca-Cola Beverages could have 
been declared a sick company”. 


Corrigendum 

In Powerplay (Dec. 18, 2005), Tata 
Power's plant load factor and trans- 
mission and distribution losses have 
been mentioned as 65 and 43 per 
cent. The correct figures are 80-85 per 
cent (PLF) and 2.9 per cent (TGD). 


In Ready To Fire (Dec. 18, 2005), it 
was wrongly stated that 70 per cent 
of India’s defence needs are met 
through imports. The import content 
in ordnance factories was 5.8 per 
cent in 2004-05. 
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bt editorials 


Spell Bubble With A G? 


NDIA, AS THIS MAGAZINE POINTED OUT NOT TOO 
Tone ago, has around 40 million internet users, a num- 
ber adequate enough to support everything from online 
utilities to online advertising (even online commerce). 
Indeed, investors are beginning to take notice of Indian 
internet companies, start-ups that are the result of an 
understanding of just what works on the web today 
(popularly referred to as Web 2.0 or Net 2.0 
companies) are mushrooming across the country, and 
there is a general feeling of optimism in most quarters 
about the prospects 
of the internet in 
India, and those 
companies seeking 
to make money off 
it. Then, there’s the 
Baidu-connection. 
Chinese dotcom 
Baidu is a Beijing- 
based search engine whose shares are trading at around 
$65 or Rs 2,925 on NASDAQ, and it is widely considered 
to be indication of the fact that dotcoms have come of 
age in this part of the world. All these are sound reasons 
why the coming dotcom boom in India—to be sure, 
there is one on its way—will be unlike the previous one 
where companies had no idea how to make the shift 
from really-cool to even marginally profitable. 

Alas, if happenings in the us, still the centre of 
gravity of the dotcom economy, are any indication, the 








Right To Vote 


OUR COUSIN, THE DOCTOR WITH A GREEN CARD IN 

New Jersey, could be voting in Lok Sabha elections 
in the not-too-distant future. Never mind that he 
doesn’t pay any taxes in India, your non-resident 
Indian cousin may get to have a say in forming a 
government that decides, among other things, what to 
do with taxes that resident Indians like you are going 
to cough up. Also, since he lives in NJ, would he also 
get to choose the Lok Sabha constituency from where 
he wants to vote? 

The Prime Minister Manmohan Singh's state- 
ment at the recent Pravasi Bharatiya Divas meeting 
that overseas Indians in the Gulf will be the first to 
be allowed to vote in future Indian elections has vir- 
tually opened up a Pandora's Box, raising a rash of 
difficult questions. Singh said overseas Indians in the 
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Bubble? 


second wave also runs the risk of being derailed by hype 
and irrational exuberance. One analyst says she expects 
the Google stock, currently trading at $465 or 
Rs 20,925, to touch $600 or Rs 27,000 before the year 
is out. Another says he sees no reason why it should not 
touch $2,000 or Rs 90,000 eventually. While there is 
no doubting Google’s abilities to come up with nifty 
utilities, tools, or services, and make money off them, 
expectations such as these seem more the product of 
hype than careful analysis. Almost all of Google’s 
current revenues 
come from its 
advertising progra- 
mme, and if the 
company has fig- 
ured out its future 
strategy and how 
to monetise the 
same, it is yet to 
share that knowledge with the world at large, feeding 
a frenzy of suppositions from tech-pundits and lay 
people alike. There isn’t a dotcom bubble yet, not in the 
Us, not in China, and definitely not in India. Yet, in these 
countries, and in most parts of the world, the conditions 
are perfect for one. 

The Indian economy and its stock markets are on a 
roll; there’s enough venture capital riding on the India- 
story; and it has been five years since the dotcom 
bust, enough time to forget and forgive. 
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Right choice: PM Manmohan Singh with a NR 
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Gulf were “unique” because they would never be 
naturalised and because many of them have left 
families back home in India and, therefore, had 
some stake in the country, it would be fair to offer 
them voting rights. 

What then of NRIs in other parts of the world, 
like your cousin, the good doc in Nj? If he holds on to 
his Indian passport, will he get to vote? After all, can 
you really differentiate between an overseas Indian in 
the Gulf and an overseas Indian, say, in Alaska? 

In the Us, sometimes considered the freest country 
in the world, only those overseas Americans with 
dual citizenship (they have to be us citizens in addition 
to their status as citizens of the country of their resi- 
dence) are allowed the right to vote. What’s more, the 
05 also makes it clear that such persons who have 
the right to vote in us elections also have to pay some 


The Good Fight 


OGIC WOULD SEEM TO DICTATE THAT THE USE OF 
[ы skulls in a medicinal preparation would 
be driven by either the fact that the same did have some 
miraculous therapeutic or curative properties (which is 
not the case), or that a large number of people believed 
in such a theory (in which case, hiding the fact that 
skulls were indeed used in the preparation would defeat 
the very purpose of their usage). Credit for encourag- 
ing a large number of Indians to engage in this complex 
introspection over logic should go to Rajya Sabha мр 
and CPI(M) leader Brinda Karat who alleged, some- 
time back, that the ayurvedic medicinal preparations 
sold by a famous ТУ yogi did, in fact, contain animal 
matter and human skulls. It now emerges that the 
actual issue was the firing, by the holy man, of some 
workers belonging to a union affiliated to the CPI(M). 
The connection between human skulls and retrenched 
employees, however, would only seem to be as 
remote as that between tapped phones and foreign 
direct investment in the telecommunications sector. That 
(the second) leap of logic was effected by Ms Karat's 
spouse, Prakash Karat, head of the CPI(M), while com- 
menting on the recent controversy over the tapping of 
Samajwadi Party leader Amar Singh's phone. While 
Brinda Karat has found herself isolated over the what- 
do-you-think-was-in-the-Swami's-medicine contro- 
versy, not too many people have taken Parakash Karat's 
anti-FDI-in-telecom outburst seriously. Both should 
bring cheer to free marketeers. The communists’ par- 
liamentary currency (read: 63 seats in the lower 
House) combined with the obvious intelligence and 
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amount of taxes to the Us government so that they have 
a real and not merely an *emotional" stake in the 
home country. 

The situation in Europe is quite different. Since the 
25-member European Union is a single common 
market, people are allowed to work and reside in 
any country they want, without any need for citizen- 
ship. However, once they start working and residing 
in a country different from that of their origin, they are 
not allowed to vote in their home country elections. 

The Prime Minister's statement on voting rights 
for NRIs may be a step in the right direction for, 
among other things, it could foster a sense of belong- 
ing to the mother country among NRIs, many of whom 
have a lot to contribute towards India's path to 
development. But the questions his proposal raises 
have to be answered first. 
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Comrades-in-arm: Prakash Karat with Brinda Karat 





rationality of its leaders such as the Karats could have 
derailed India’s journey towards becoming a free- 
market economy. More incidents such as these, 
however, could make less people take them seriously. 
Finally, this magazine would like to add (for the 
record) that while enough grey matter has been ex- 
pended in its production, no human skulls have. m 


` Trends 


10 Tasks For The PM stan TIP 


The thecal cdi question. 


If the Prime Minister has to keep the economy and 
the stock market on a roll, here’s a list of 10 things 
he needs to accomplish this year. ASHISH GUPTA 


^ O SAY THAT THE PRIME MINISTER OF A COUNTRY LIKE INDIA HAS ONLY 10 
tasks to perform to ensure good times keep rolling, is a bit facetious. 
There's poverty, illiteracy, healthcare and any number of other such 
issues for the government to deal with. But the process of wealth creation in 
an economy is often determined by sentiment: Will things improve? Will 
more and more consumers be able to afford the goods and services being 
offered? Can businesses hope to operate profitably in the future? Since 2006 
has just ke we've compiled a list of 10 things that Prime Minister 
Manmohan Singh needs to do to keep investor and 
corporate morale up. Here's a reverse countdown: 
1 0 Resolve the spectrum issue in telecom: A 
edecision is needed to keep the sector 
booming, and help bridge the urban-rural divide 
in terms of teledensity. The PM has already set up a 
group of ministers to look into spectrum allocation to 
GSM and CDMA operators, but he needs to ensure that 
the decision is not just fair, but viable for the operators. 
9 Ensure better implementation and 
emonitoring of Bharat Nirman and 
National Rural Employment Guarantee 
Scheme (NREGS): To put such important 
schemes at #9 might seem ironic, but that’s 
because the schemes seem too grand to be 
practical—especially NREGS. Yet, if the gov- 
ernment can do a good job of its Rs 1,74,000- 
crore Bharat Nirman project, it may not have to talk of 
rural unemployment, since the scheme is aimed at boost- 
ing rural infrastructure and, hence, the rural economy. 
8 Ensure modernisation of metro airports in a speedy 
sand transparent manner. It’s not just Delhi and 
Mumbai—where the modernisation plan has run 
into all sorts of problems—but Hyderabad, 
Bangalore, Chennai and Kolkata, whose 
airports need to 
‚ be upgraded. 
There are just 
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^... mean doing away with or amending a number of restrictive 






two key i issues here: Promptness and transparency. 


7 Develop a regulatory mechanism for public-private 
«sector participation in infrastructure. For industry to 


become an active partner in India’ s infrastructure 
development in roads, ports, power and the airports 
sector, there is an urgent need to establish a robust and 
autonomous regulatory mechanism for these sectors. 
What would help is reviewing foreign direct investment 
(FDI) caps in this sector. Let's face it: We need FDI, 

Pass on international oil price hikes to domestic 


eusers instead of making oil PSUs bear the burden: биге, | 


such a move could impact inflation and possibly investment, 
but it is inevitable. Higher LPG and kerosene prices must be 
. passed on to consumers, besides which the PM should 
consider applying VAT (value-added tax) on petro-products 
to.make their prices uniform across the states. . 
5 Reduce fiscal deficit. The Central government's fiscal 
«deficit is down to a benign 4.5 per cent compared to 
5.6 per cent in 2000. But combined with the states’, the 
deficit is a scary 10 per cent. That's making credit expensive 
for industry. The government has to reduce food and 
fertiliser subsidies, impose user charges on power and 
water in agriculture, and downsize the government. 


Create a truly all-India market for free movement of - 


| 4 egoods: The controls and restrictions imposed by 
multiple authorities at various stages—at the state-, district- 
and municipal-level—not only prevent rational and uniform 
pricing strategies for products, but are also the biggest 
roadblock in creating an all-India market. For Singh it will 


laws such as the Essential Commodities Act, 1955; Standard 
of Weights and Measures Act 1976, and the Agriculture 
Produce Marketing Act, among others, Tad 
3 Allow rbi in retail: According to a 
е PricewaterhouseCoopers study, FDI in retail can generate 


~ 8 million jobs in the next five years. Fears of foreign retailers’ 


killing mom-n-pop stores are exaggerated, besides which 
better supply chain management may actually end up 
helping millions of India's poor farmers get better prices for 
their products, 
Amend the Contract Labour. Aet Af India has to 
«compete with China in manufacturing, it needs more 
flexibility to open and shut factories without having to 


worry about labour issues. “To Беріп with, the Prime 


Minister can relax the labour laws in the special economic 
zones," says Ajit Ranade, Chief Economy Aditya Birla 
Group. 
1 Get on with disinvestment: Disinvesühg i in non- 
estrategic, non-navratna public sector enterprises 
through the ІРО route (even if strategic sale is ruled out for 
now) will not only help in deepening and widening the 
domestic capital market, but it will also release huge 
amounts of money that can be used for social as well 
infrastructure projects. 
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| most pessimistic business owners were. in Japan. 


. messes across the 





MEDIUM-SIZED BUSINESS, $ 


pw, UESS WHICH PART 
of the world is 
АА поте to the 


most optimistic 
medium-sized busi- 
ñesses? No, it's not 
the US or China, but 
India—that too, for 
the third time in a 
row.’ At least that's T 
what Grant Thornton Tm 
International's, one of 
the .six global 
accountancy firms, 
2006 International 
Business Owners 
Survey (IBOS) reveals. 
Conducted in 30 
countries around the 
world, the survey 
shows a marked shift 
in the mood of 
medium-sized . busi- 































































world. The most opti- 
mistic business own- 
ers of all are in India. 
with an optimism/pes- 
simism balance of 
+93, and in China, 
surveyed by IBOS for 
the first time, the con- ` 
fidence score was а ` 
balance of +77. 
"India's business own- 
ers continue to thrive 
and remain very opti- 
mistic...the. growing 
reliance on the private | 
sector and trade lib- ^ *9ES 7 




















eralisation...is prov- UST. 
ing fruitful for Source: Grant Thornton 2006 International: 
medium-sized enter- Business Owners Suey 
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Figures are the percentage balance between: 
optimistic and pessimistic рез us 








prises... Grant 
Thornton India’s: Рай. 
ner & Director, Vishesh Chandiok; said i in a release. : 
In contrast, the confidence of business owners in the 
US regarding the economy has dropped by nearly half 
(see Mood Shift) from an optimism/pessimism bal- 
ance of +62 to +32 in one year. But the second: 




































































We understand children don't finish their vegetables. 
Therefore, our nutrition supplements capture the goodness of nature. 


It's been proven. Organically grown food has the best 
nuttitional results. Which is why ас Amway, we make our 
food supplements natural from the ground up. Most 
ingredients we use are grown on. our own organic farms, 
where earthworms till the soil and ladybugs substitute 
pesticides. In fact, safe and natural is the recurring theme 
across our range of products. Our ‘disinfectants and 
-household cleaners come with skin-safe ingredients only. 


* Nutrition & Wellness «Cosmetics *Home Care Personal Care Insurance | www.amwayindia.com 


created by a pool of over 500 highly qualified scientists. 






Our floor cleaners use five times filtered water, y 
normally used in cough syrups. Our products are oj) s | 





You will never find them at the local grocery store. There 
are no Amway shops, or shopkeepers. Just a group of 
people who in turn bring like-minded individuals into the 
fold. People like you. To know more about us, log on 


Amway. 


BETTER Deas. BETTER LiFe. 


to www.amwayindia.com. 
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TRAI’s Unified Licensing 


It's inevitable in an era of technology convergence. 


‘IPO applicants: Is the name really his? 


p HMEDABAD-BASED ROOPALBEN PANCHAL, 
Д“ made headlines for trying to 
| Асогег a large part of the Yes Bank 

«t (PO under 6,315 different names but 
*| from the same address, depository 
| participant (DP) and bank, may not be the 
only desperate and devious investor out 
there. Documents available with BT reveal 
|. that many more multiple accounts with 
г опе common address have been opened 
with a host of DPs, other than Karvy 
- Consultants, the DP in the Panchal . 
- episode. New DPs where such benami ~ 
© accounts have been detected include: 










TRAI's Pradip Baijal: Ringing in convergence talk now 












“Consultation Paper on Issues Relating to Convergence 
Competition in Broadcasting and Telecommunications 
only, as the title says, a draft for debate. But the sooner India cor 
to an agreement on convergence, the better, The world over, su 
convergence is now standard. In the Us, for example, more than 60 per 
cent of the broadband market is with cable Tv operators. Telecom. 
companies (telcos) compete with cable companies in offering telephone 
services. Cox Communications, for instance, has 2.57 million 
broadband subscribers and 1.3 million telephone subscribers. . Ghatkopar address in Mumbai), IL&FS 
In India, too, it's only a matter of time before communication tech- | (174), ING Vysya Bank (201 from one - 
nologies converge. MTNL for instance, is all set to launch its “triple-play”. | address апа 373 from another), Motilal 
service, carrying voice, video and data on the same copper tele- | Oswal Securities (186), Bank of Rajasthan 
phone line. Some day, technology would allow integration of fixed and. | and UTI Bank (104). For the moment, 
mobile services in such a way that a subscriber can use a single |. the DPs are ducking behind loopholes in 
phone number to receive calls on a fixed phone (at home or office) and | regulation. "Guidelines permit investors to 
outdoors. TRAI as the regulator, must ensure that regulations keep pace | open multiple accounts,” says Motilal 
with technology. Some specific questions that TRAI must answer are: |. Oswal, Chairman of the eponymous firm. 
Should there be flexibility in spectrum allocation? (The answer to that The question, of course, is how did 
will determine the course of communication technology in India, since |» the DPs fail to notice so many accounts 
spectrum, under 3G, can be used for video, besides telephony), should | with the same address? “We are awaiting 
cable operators be allowed to compete with telcos? Should call | а report from depositories (NSDL and 
termination be allowed on customer premise equipment using any | CDSL)," says a SEBI source. NSDL has 
protocol recommended by world telecom bodies like the rru and ТЕТЕ? | also asked all the DPs to check each 
Agreement on convergence regulations will help sort out conflicting. | апа every account to find the real people 
rules early on. There's a 20 per cent FDI cap on satellite Tv; 49 per cent | behind multiple applications. "If any - 
on cable Tv; 74 per cent on IPTV via existing telecom infrastructure; but | applicant fails to (prove his identity), the 
none on IPTV as such. Indeed, if the new convergent technologies have... account will be frozen immediately,” says 
to succeed, laws must converge too. What's needed now is political will an NSDL official overseeing the role of 
power to push through India’s first phase of convergence reforms. || DPs in the Yes Bank IPO. 
KUMARKAUSHALAM | ANAND ADHIKARI 


EE: TELECOM REGULATORY AUTHORITY OF INDIA'S. (TRAD | 



























- Ahmedabad address and 173 from а. 
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The great Indian retail story: We're still at the beginner's level 


Retail Will Boom. QED 


The sector will grow three-fold over the next four years. 


Indian economy knows that retail is one of the sectors 

that promises to become the next big thing. The reason: 
organised retail still accounts for barely 3.5 per cent of the total 
retail pie, giving it a massive upside potential. cris Infac, a research 
outfit, in its outlook for retail in India, estimates that organised retail 
accounts for sales of only Rs 35,000 crore in a Rs 10,00,000-crore 
market segment. The outlook for the next few years throws up 
some interesting figures. According to Nagarajan Narasimhan, 
CRIS Infac's Head of Research, organised retail will tot up revenues 
of Rs 1,09,500 crore by 2010, three times the current level. 
“Excluding land costs, there will be an investment of Rs 15,500 
crore in this sector during this period,” he projects. 

There are both demand and supply factors driving this growth. The 
development of new and evolving formats, and exponential growth 
within existing ones are crucial supply side reasons. “From the demand 
side, demographic changes and the increased availability of cheap 
finance will drive growth,” he thinks. 

A look at organised retail in other countries can provide useful 
pointers. “Brazil and China have 20 per cent penetration levels, 
each; in Russia, the figure is 14 per cent. The penetration level in India: 
3.5 per cent,” informs Narasimhan. Given these figures, the projections 
for the future don’t seem that fantastic after all. And if the government 
finally does allow foreign direct investment (FD!) in the sector, it will 
probably get there that much earlier. 

The fine print of the study is equally bullish. India’s retail story is 
not restricted only to the bigger cities. According to the cris Infac 
report, Tier П cities account for 13 per cent of the country’s total retail 
spend. “Here, there is a significant price differential. There is a 40-50 
per cent discount on lease rentals in these cities (10 Tier II cities have 
been considered for the study, including Nagpur, Nashik, Kanpur, 
Lucknow and Kochi) compared to the big cities (the four metros— 
Delhi, Mumbai, Kolkata, Chennai and the four mini metros— 
Hyderabad, Bangalore, Ahmedabad and Pune),” he points out. So, the 
next few years will see some serious action in this segment. That’s old 
hat, really. But now, there are numbers to back the optimism. 

KRISHNA GOPALAN 


A NYONE HAVING EVEN A PASSING ACQUAINTANCE WITH THE 


18 BUSINESS TODAY JANUARY 29 2066 


i 
| 


REALTY’S FOREIGN 


The Reserve Bank of India may 
be soft-pedalling FDI in realty, but- 
there's no dearth of investors. 


Emaar Properties PJSC, Dubai 
Proposed investment: $500 million (Rs 
2,250 crore) 

Projects: Commercial and residential 
properties in Delhi, Andhra Pradesh, 
Karnataka, Tamil Nadu and Maharashtra 


ЫМ Corporation Berhad, Malaysia 
Proposed investment: $500 million (Rs 
2,250 crore) 

Projects: Roads, bridges, and commercial 
and residential complexes in Andhra 
Pradesh, Delhi and Jaipur 


Lee Kim Tah Holding Group, Singapore 
Proposed investment: $115 million (Rs 
517.5 crore) 

Projects: Building an integrated town- 
ship in Siruseri IT Park Chennai with 
6,000 residential units | 


Keppel Land, Singapore 

Proposed investment: $15-20 million 
(Rs 67.5-90 crore) 

Projects: Residential complexes in 
Bangalore 


FOREIGN VENTURE CAPITAL FUNDS 
Ascendas Pte Ltd, Singapore: The $200- 
million (Rs 900-crore) Ascendas India 
IT Parks Fund will increase its corpus 
to $480 million (Rs 2,160 crore) and 
invest in indian IT parks 


Tishman Speyer, US: Has a $250-million ~ 
(Rs 1,125-crore) joint venture fund with 
ICICI Ventures for investment in India 


Government of Singapore Investment 
Corporation: Has invested $10 million (Rs 
45 crore) in a township in Chennai 


Size of Indian real estate industry in 
2005: $12 billion (Rs 54,000 crore)... 
Estimated Size of Indian real estate 
industry by 2010: $45-50 billion (Rs 
2,02,500-2,25,000 crore) 
(Source: Ernst & Young) 

ANAND ADHIKARI 
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AIDS Breakthrough 


Low-cost test kit generates hope. 





Reametrix's Manian: A messiah in the making? 


VER 20 MILLION PEOPLE HAVE BEEN DIAGNOSED 
with AIDS since its discovery 20 years ago. 
Yet, there is still no cure in sight for the dis- 


ease. AIDS tests, too, remain expensive—at around Rs 
1,500 per pop. This means few people in the 
developing world can afford to monitor their CD4 
count, a key metric in AIDS tests. But help is at hand. 
Reametrix, a San Carlos, California-based company 
founded by serial technopreneur Bala Manian, and 
funded by the likes of WestBridge Capital, has 
devised a kit that promises to reduce the cost to as 
little as Rs 150 per test. 

Manian, who has spent three decades in Silicon 
Valley, says: “This means that we can now transform 
AIDS from a disease that quickly kills people (celebs 
like Rock Hudson and Arthur Ashe died within a 
year of being diagnosed) to an ailment that can be 
treated and controlled. Patients across the world 
can use these low-cost tests every quarter or every 
month to keep tabs on their health. We hope that in 
a few years, when we have enough volumes, these 
tests become as common as the diabetes glucome- 
ter... something that people can use to stay in good 
health rather then as a palliative before death." The 
new kits have to be kept in dry ice packs, but 
Reametrix scientists are working on a version that can 
be carried without this protection. *That's only 
half the story; we also want to have test centres 
and equipment in each district so that people don't 
have to travel far to take the tests," Manian says. 
Who says there's no hope in hell? 

RAHUL SACHITANAND 
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VINOD DHAM'S 


HIS 15 ANOTHER FEATHER IN 
India's cap. Nevis Networks, 
a company promoted by 
Pentium pioneer Vinod Dham's 
Newpath Ventures (NPV), has 
devised LANsecure, which is, 
arguably, the most complex 
chip designed entirely by Indian 
engineers at the firm's Pune 
engineering centre. "LANsecure 
was developed with an 
investment of over $25 million 
(Rs 112.5 crore) from NPV and 
Nokia Venture Partners. This chip, which secures enterprise 
networks against bugs and viruses, is 100 times more powerful 
than the Pentium chips designed by Vinod when he was at 
Intel," says Charles Dauber, CEO, Nevis Networks. "IT 
departments have recognised that securing of enterprise networks 
has evolved from simply securing the perimeter, to safeguarding 
data inside the perimeter, on the corporate network itself," 
Dauber adds. "There's a huge opportunity in high-end chip 
design that India can tap, since many designers who've worked 
in the US are now returning home," says Dham. 
RAHUL SACHITANAND 


ISRO’S COMMERCIAL 





DEEPAK G. PAWAR 


Dham: Just chipping in 





HE INDIAN SPACE RESEARCH 

Organisation (ISRO) is 
taking baby steps into the $2- 
billion (Rs 9,000 crore) a year 
world of commercial satellite 
launches. It has won a deal to 
launch Agile, a 400-kg Italian 
near-earth satellite into space 
this April-May. Currently, giants 
such as Arianespace of Europe, 
and Lockheed Martin, Boeing 
and Orbital Science & Sea- 
launch Company of the US 
corner a majority of the 18-20 
such commercial launches a year. "The addressable market for 
ISRO is about two satellites in the geo-stationary segment and 
three-to-five satellites in the near-earth orbit segment every 
year. This will expand when India's GSLV Mk-3 rocket is fully 
developed and made operational towards the end of the 
current decade. Our aim is to target a 25 per cent share of the 
addressable market," says K.R. Sridhara Murthi, Director, 
Antrix, ISRO's commercial arm. 
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ISRO's Murthi: Big target 
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Q&A 


"We're Here For The Innovation” 


HEN SCOTT COOK FOUND HIS WIFE 
\ X / struggling to do the bills and keep a 
tab on payments, be wrote a piece of 
software to help her manage the task easily. In 
1983, be set up Intuit (short for intuitive) to 
market bis new software, which emphasised 
‘ease of use’. He later expanded into the 
enterprise space. A soft-spoken billionaire, 
Cook, 55, who is Chairman of the company he 
founded, was in India recently. He met up 
with Business Today’s Venkatesha Babu for a 
freewheeling chat. Excerpts: 


Intuit is one of the few companies that took on 
Microsoft and survived. How did you do it? 

Too many companies focus on the 
competition, particularly when it’s 
Microsoft, often at the cost of doing what is 
really important. Our approach has been to 
be customer-centric. That is what 
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You brought in outside professionals to run the 
show. Is it hard to give up? And is there a lesson in 
it for Indian IT companies (most of which are still 

controlled by their founders)? 

It’s a hard decision. When you feel you 
are holding your company back, it’s time to 
let go. | am sure Indian rr companies will 
also realise that in time. 
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Will you enter the personal finance software 
market in India? 

That’s for our India team to decide on. 
But we primarily want our Indian unit 
to come up with new products and 
services for our global customers. We 
are here for the innovation and not 
for the cost. We already have customer 
contact and technical support services 
happening out of India for our global 
customers. We expect this to grow 


differentiates us from others. 


significantly as we go forward. 


Andhra Pradesh 
the choice of smart investors 


The industrial sector of Andhra Pradesh is setting new trends on growth charts 


The Rs 250 crore worth project 
near Vizag, with world-class 
infrastructure to support efficient 
and environment-friendly pharma 
manufacturing with features that 
include common effluent 
treatment, marine outfall and 
hazardous waste management. 


Located along the Kakinada-Vizag 
belt, this SEZ is on a sprawling 
9200 acres and will be established 
by APIIC as its Nodal Development 
Agency. A mega chemical 
complex is also planned in this 
area. Another SEZ is planned near 
Kakinada Port in collaboration 
with ONGC. 
A modern Technology Park is 
being developed in Hyderabad, 
r near Nacharam over 100 acres in 
close vicinity of research 





Institutions such as, IICT, CCMB, 
CDFD and NIN. Similar Tech 
Parks are also planned in 
Warangal near NIT and Hindupur, 
near Bangalore International 
Airpot. 


Cashing on Hyderabad's 
distinction of being the IT hub of 
India and the huge demand for 
smarter computation prowess, 
this project as a block of 5000 
acres is being developed. It has 
already attracted many top-notch 
hardware companies, 


This is being developed in an 
extent of 113 acres to enable 
financial services companies and 
insurance companies to set up 
services with offices, data 
recovery systems, disaster 
management centres, call centres 
and other operational support 





activities. The centre is located 
near the Indian School of 
Business on the outskirts of 
Hyderabad. 


In order to strengthen the textile 
sector and garment 
manufacture's base and 
exporters. APIIC is developing 
Apparel/Textile Parks in 
Gundlapochampally, 
Pashamylaram and Vizag. 


International Convention Centre 
(ICC) 


With the increased industrial 
activities and spurt in tourism, the 
need for a state-of-the-art 
Convention Centre has been felt. 
The ICC is being established опа 
15 acre by Emaar Group of Dubai 
with modern facilities and seating 
capacity of 6000 persons, along 
with an Integrated Township, Golf 
Course and hotel. 


For further details, contact: : Vice Chairman & Managing Director 
Andhra Pradesh Industrial Infrastructure Corporation Limited 
6th Floor, Parisrama Bhavan, Fateh Maidan Road Hyderabad - 4, AP, India. 
Tel + 91 - 40 - 2323 3596, 2321 2798 Fax +91 - 40 - 2324 1385, 0205 
| e-mail : hydl_apiic@sancharnet.in 
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Still Bullish After All These Years 


Like every global investor, the Hindujas too don’t want to miss out on the India story. 


HINDUJA-TOYOTA JOINT 
Az: to manufacture cars 

in India may sound like a 
fantasist’s castle in the sky consid- 
ering the Japanese auto giant has an 
immensely successful operation 
humming along with the Kirloskars. 
Yet, much before Toyota Kirloskar 
Motor was formed, the world’s sec- 
ond largest carmaker had got into a 
huddle with the Hinduja brothers to 
discuss a JV. That the venture never 
took off was thanks to the Japanese 
corporation's insistence on a 
majority stake, and the Hindujas 
sticking to their principle of never 
being passive investors. 

More than a decade later, 
though, the Hindujas are attempting 
to make up for lost time. Pretty 
much convinced about the sustain- 
ability of the India growth story, the 
group will soon attempt to add the 
much-missing size and scale to its 
Indian operations. Fresh investments 
are lined up in areas ranging from 
insurance to healthcare and power to 
commercial vehicles—perhaps a 
foray into light commercial vehicles 
via an overseas acquisition—and 
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S.P. Hinduja: Kicking off a new era 


auto components. As Gopichand P. 
Hinduja, President, Hinduja Group, 
put it last fortnight at a luncheon 
with the Mumbai media: “In the 
next four-five years, we want to take 
our market cap up from $1.8-2 bil- 
lion (Rs 8,100-9,000 crore) to $10 
billion (Rs 45,000 crore).” 

It may be still a few months 
before the Hindujas announce their 
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big bang investments, which would 
signal perhaps the end of a rather 
frustrating period—that extended 
over decades—for the brothers. 
After all, they made more news for 
the alleged kickbacks they received 
for supplying guns than for their 
Indian operations, which includes a 
truckmaker (Ashok Leyland), a bank 
(IndusInd) and an IT company 
(Hinduja TMT), amongst others (the 
High Court gave the Hindujas a 
clean chit in mid-2005, although a 
PIL challenging the same was subse- 
quently admitted in the Supreme 
Court). This time, though, the strap- 
ping-at-70 Chairman Srichand P. 
Hinduja is ready to kick off a new 
era. He believes India’s time has 
come, although irritants like inade- 
quate infrastructure and a parallel 
economy (that could be larger than 
the real one) continue to exist. 
Despite that, the Chairman believes 
“India can attract $1 trillion (Rs 
45,00,000 crore) worth of (foreign) 
investment." The Hindujas' late 
surge might just dovetail nicely with 
the India story. 

BRIAN CARVALHO 





RATING IPOS: 





T 


HE SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI) HAS, IN PRINCIPLE, APPROVED THE 
introduction of optional rating of public issues by credit rating agencies. "This 
will give additional comfort to investors," says M. Damodaran, Chairman of 





SEBI. Such ratings will help investors make informed decisions about smaller 
public issues, which may not be as well researched as some of the larger ones. In 
2005, 51 companies tapped the market with issue sizes smaller than Rs 50 
crore, compared to nine companies in 2004. Says P.K. Choudhury, Managing Director, 
ICRA: "Our ratings will give information to the investors." There is no clarity on who 
will bear the expenses; the companies have been exempted from paying. But the reg- 
ulator has suggested that the cost of grading IPOs could be met by stock exchanges 
or out of the Investor Education and Protection Fund (IEPF). The regulator is also keen 
to rate the brokerages. So far, no modalities have been announced for this. That might 
well be a recipe for inertia. Meanwhile, we continue to live in hope. 

MAHESH NAYAK 





The IPO route: It's transparent now 
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Einwitation to all species in the sky 


class fuelling service to the most discerning airlines. Having 
in aviation service, we're now ready to welcome a lot more. 
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Aviation 


A Busine tot Hindustan Petroleum Corpn. Ltd 
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troversies (all unrelated to hirn) 


What: He is suddenly considered hot property 
in the brand endorsement market. The Sahara 
Group signed him on recently. "They want to 
tap his brand essence," says Kartikeya Rao, 
Vice President, 21st Century Media, the 


agency that handles his account 


Price tag: Around Rs 2 crore per annum per 
deal. That makes him the second highest 
paid cricketer after Sachin Tendulkar 


Why: Because marketers think that like 
Tendulkar, his brand image remains unspoilt. 
Says Debashish Sarkar, Director (Marketing), Max New York Life: “Rahul 
stands for honour, dependability, and trust and, hence, is a great 


endorser for a brand like ours.” 


arietes 0 





ARCHNA SHUKLA 


Who: Rahul Dravid; anointed India’s cricket 
captain recently in the midst of major con- 





Sivasankaran: From йе to viable 


Consummate 
Dealmaker 


RI BUSINESSMAN C. SIVA- 
N sankaran (44) has a very 
clear business philosophy: 
"The reason | sell a business is 
not just to make money, but to 
get a better return on manage- 
ment." He's done both with the 
sale of Chennai mobile operator 
Aircel for Rs 4,860 crore; that’s 16 
times earnings, against the 10 
times that he had wanted. “I turn 
the vital needs of society into viable 
business propositions,” says the 
man who acquired Sterling 
Computers in 1983, and made a 
splash in the market with the com- 
puter's attractive price tag. Soon, 
others followed suit. Siva felt the 
business would not be viable in 
the long run and closed it down. He 
then acquired cellular licences for 
Delhi and three adjoining states 
and sold these in the mid-90s, In 
return, he got some cash and 
Tamilnad Mercantile Bank shares 
worth Rs 65 crore from the Essar 
Group, one of the buyers, which he 
now proposes to sell to members of 
the Nadar community for Rs 211 
crore. There have been other high- 
and low-profile deals—in March 
2004, he sold his Dishnet DSL 
internet business to VSNL for Rs 
270 crore; and the Barista buyout 
in December 2004 for an 
estimated Rs 70 crore. Two 
decades of buying and selling 
companies have given him a 
personal net worth of Rs 4,500 
crore. So, don't be surprised if you 
see his name in the next list of 
Forbes billionaires. 
NITYA VARADARAJAN 


IN YGONYHU AVAIHS 


Technological features: 


All branches are RTGS enabled 
(instant transfer of funds to any 
branch of any bank)* 


LJ 


23322 





Internet Banking* 


Statement of account through e-mail 


KVB proudly announces 
achievement of 100% networking of branches 
under Core Banking Solution 


All our 271 branches/offices (including Rural Branches) are now interconnected. 


Access to over 13,000 ATMs 


Prepaid cell phone recharging facility* 
KVB ATMs open to all VISA Card 


holders 


*Canditions apply 
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Operational features: 
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Anywhere Banking facility. de 
Cheques payable at par at all I branches "v 
for Multicity accounts UE 


Quick and hassle-free collection of 

cheques and remittance of funds . — 
Savings account customers сап o o | 
withdraw and deposit money at par x c 
any of our branches* ero 


Free VISA Debit Card 
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Smart way to bank 
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P-WATCH 


A bird's eye view of what's hot and what's 


not on the government’s policy radar 





SHRINKING THE SUBSIDY BILL 





THE GOVERNMENT HAS TAKEN ITS FIRST POLITICALLY SENSITIVE STEP: IT HAS 
decided to slash the monthly foodgrain quota under the public distribution 
system (PDS) and raise prices for households above the poverty line (or 
APLs). The monthly grain quota of families below the poverty line (or BPLs) 
will now be 30 kg per month and that of APLs 20 kg a month, against 35 kg 
for both categories earlier. This will result in a saving of Rs 4,524 crore. 
Official sources say more such steps to cut the total subsidy bill of Rs 
1,10,000 crore, or 20 per cent of total revenues, are on the anvil (see Or 
The Chopping Block). 

ASHISH GUPTA 


PLAN TO PROVIDE FERTILISER SUBSIDIES DIRECTLY TO FARMERS 
THIS ONE COULD GO DOWN AS THE POLICY THAT DIDN'T WORK. THE Y.K. 
Alagh Committee on Fertiliser Pricing has recommended that the fer- 
tiliser subsidy, which currently stands at Rs 16,253.90 crore per annum, 
be given directly to farmers. The New Urea Policy says this scheme 
should be tried out as an experiment in three to five districts on an exper- 
imental basis by the Ministry of Fertilisers. Currently, fertiliser compa- 
nies are given the subsidy on the basis of their sales. However, the min- 
istry is not convinced about the new scheme. *The problem is one of 
implementation," say officials. After all, it’s going to be well nigh impos- 
sible to identify the millions of farmers who will be eligible for the sub- 
sidy and then distribute this huge corpus among them. 

ASHISH GUPTA 


TWO-YEAR EXPENDITURE CYCLE 
THE GOVERNMENT IS LIKELY TO ACCOUNT FOR ITS EXPENDITURE OVER A TWO-YEAR 
cycle. “The people of the country are concerned with outcomes,” Finance 
Minister P. Chidambaram had said in his last Budget speech. That led to a 
novel initiative, the Outcome Budget, in the middle of last year. The same 
logic is now being taken forward, reportedly at the express behest of uPA chair- 
person Sonia Gandhi. The government realises that it will be difficult to spend 
the planned Rs 1.43 lakh crore during this fiscal. The solution: a two-year 
spending period; this will provide ample time for implementating the invest- 
ment programme and remove the need for fresh, and time consuming, 
approvals at the end of each fiscal. 

KUMARKAUSHALAM 
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ON JANUARY 4, A GROUP oF 
Ministers headed by Agriculture - 
Minister Sharad Pawar prepared. 
a new policy package to allow 
100 per cent FDI in captive - 
coal-mining and the орка 
of minerals such as gemstones. — 
It also recommended dona 
through the automatic route for- 
FDI in power, cement and steel 
projects and in laying of gas 
pipelines. The proposal will be - 
placed before the Cabinet in. 
February. 
ASHISH GUPTA y 


“Minister Yadav: Containable? 


RAILWAY MINISTER LALU PRASAD 
Yadav has relinquished his | 
ministry's monopoly over the e 
container transportation business 
controlled by the бой. 
Corporation of India (CONCOR). - 
Over two dozen players (includ- 

ing Reliance Industries | and. 2 
Adani Ports) have expressed | 


will be required to pay a one- . 
time registration fee of Rs 50 
crore (valid for 30 years) for all 
routes and Rs 10 crore for if - 
they wish to operate only on a | 
select route. 

KUMARKAUSHALAM 
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k Choosing a service provider is simple. Just look for the CPN logo. 
m Ci SCO It stands for a network built end-to-end with Cisco equipment, 
ч Meeting the highest standards of performance, reliability and security. 


Powered So that you can focus on what you should, The growth of your business. 


| : : То! iiw more about how managed servi ices can гөр you grow your 
pusean log onto cisco.com/in/cpn — QM 


Cisco SYSTEMS 
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CURRENT 


Labour trouble resurfaced at Toyota Kirloskar, forcing 


the car company to declare an indefinite lockout 





HEADLINER 
Toyota Kirloskar 


FOR A COMPANY THAT'S BEEN IN INDIA FOR 
less than a decade, Toyoto Kirloskar 
Motor Company Ltd (TKML) has 
had more than its fair share of labour 
trouble. Its workers struck work in 
2001, 2002, 2005 and, now, last 
fortnight. The trigger this time around 
was the management's decision to 
dismiss three employees on January 
4, following an investigation into 
their alleged misconduct in 2004. 
The CITU-affiliated ТКМ Employees 
Union, to which 1,400 of TKML's 
. 2,350 employees belong, promptly 
called for a strike. "These three 
employees were dismissed after a 
year-long enquiry found conclusive 
proof of their wrongdoing," A.R. 
Shankar, TKML's General Manager 
(Corporate Planning) told BT. The 
lockout is indefinite and if not 
reviewed, could hurt Toyota's sales. 
"The management (seems) confi- 
dent that the 6,000 vehicles in the 
yard will last it a while before any 
supply crunch happens," S.R. 
Deepak, General Secretary of the 
union, told BT. Toyota's Bidadi plant 
near Bangalore rolls out 200 vehicles 
a day, including Innova and Corolla. 
VENKATESHA BABU 
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Will Kampani Do 
A Kothari? 





JM Fin.'s Kampani: Reason to smile 


AFTER DSP MERRILL LYNCH'S 
Hemendra Kothari, it may be JM 
Morgan Stanley's Nimesh Kampani 
who sells out to his foreign partner. 
When BT went to press, there were 
reports—denied by Kampani—of 
Morgan Stanley planning to buy 
out the local partner from the listed 
holding company JM Financial, 
where the Kampanis own about 69 
per cent. Morgan Stanley already 
owns 49 per cent in JM Morgan 
Stanley Securities and 51 per cent in 
JM Morgan Stanley (I-banking busi- 
ness). If a deal does happen, 
Morgan Stanley—it is being said— 
will end up with control of the 
partnership's institutional equity 
broking, I-banking and NBFC busi- 
ness, while Kampani—who could 
make Rs 600 crore in the process— 
gets retail broking and asset 
management. 


Tata Tele Scouts for 
A Partner 


THE BUZZ ON DEAL STREET IS THAT 
CDMA operator Tata Teleservices is 
planning to sell a 10 per cent stake 
in itself to a financial investor. Tata 
Tele executives wouldn't confirm or 
deny it, but one of the investors 
being talked to is Singapore's private 





equity giant, Temasek. Tata Tele 
operates in 20 circles and at last 
count had 7.1 million subscribers. 


Mallya Says No To 
Air Sahara 


INYASOD HSAWN 


UB's Mallya: A change of heart 


UNTIL RECENTLY, UB GROUP'S VIJAY 
Mallya was said to be the front- 
runner for acquiring Air Sahara, but 
now he's had a change of heart. 
Last fortnight, Mallya announced 
in Mumbai that he was no longer 
considering buying Air Sahara, and 
instead his Kingfisher Airline would 
look at growing organically. For in- 
stance, the airline plans to start first- 
class service from April this year. 


BUYBACK BOOM 


Even as the stock markets boomed, 
there were more companies than 
before buying their stock back. 


1998-99 |1 
1999-00 E 300 

2000-01 agas 1,297 
2001-02 Н 2 17: 
2002-03 mu 1,056 


2003-04 [|52 


2004-05 НИ 3,256 


Figures in Rs crore Source: Prime Database 
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ANIL AMBANI 





Reliance Infocomm's Ambani: Riding high, riding low 


T HAS BEEN A MIXED BAG OF A NEW YEAR FOR RELIANCE 
Infocomm and its high-profile chairman Anil Ambani. 
The good news is that the telco became the first in the 
country to buy into Communications Minister Dayanidhi 
Maran's vision of ‘IndiaOne’, a single tariff for any 
telephone call made from Point A to Point B within the 
country, irrespective of the distance between the two. 
Reliance Infocomm has picked Re 1 as the single tar- 
iff, which is only in keeping with the IndiaOne concept. 
The buzz in the capital's telecom circles is that Anil 
shares a better relationship with Maran than his brother 
Mukesh (who ran Infocomm until a June settlement that 
saw its ownership pass to Anil) did. Significantly, 
India's telcos that use the GSM platform (think Bharti, 
Hutch, and other companies that are part of the 
Cellular Operators Association of India, COAI, and 
were perceived to be the stronger lobby (than rivals such 
as Reliance that use the CDMA platform) in the gov- 
emment of the day's dispensation, are yet to do anything 
about IndiaOne. Reliance Infocomm's initiative could well 
see it retain pole position in India's mobile telephony 
market. The bad news took the form of the involvement 
of some of the company's executives in the tapping of 
Samajwadi Party leader Amar Singh's phone and the 
Supreme Court's directive to the Central Bureau of 
Investigation, the Union Government, and the Central 
Vigilance Commission to look into an allegation that 
Reliance Infocomm shares were issued at a significant 
discount to some companies associated with former 
Communications Minister Pramod Mahajan (the court 
was responding to a Public Interest Litigation filed by an 
NGO). Both episodes date to a time when Anil was not 
in charge of the company. Still, it is his company now 

and is in the news for all the wrong reasons. 
KRISHNA GOPALAN 


NUMBERS OF NOTE 


40%: The contribution of Bangalore to India’s IT 
revenues. The city is home to nearly 1,500 tech 
companies and some 200,000 workers 


$138. 5 billion (Rs 6,23,250 crore): Total funds 
raised by 268 IPOs in the world capital markets 
between January and November 2005. The figure 

is $14.5 billion (Rs 65,250 crore) more than what 
was raised in all of 2004 


Rs 9, 990 crore: Total funds raised by 53 IPOs in 
the Indian capital market in 2005. Rs 13,121 crore was 
raised by 25 issues in 2004 


500, 000: Shortage of IT workers in India by 


2010, according to a report by McKinsey and 
Nasscom 


440, 000: The number of online transactions 


(business to consumer) in India. By March 2007, 
that number will increase to 790,000 


1696: The growth registered by Dubai's economy 
in 2005. The Chinese economy grew by 8.5 per cent 
in the same period, and India's will grow by 7.5 

per cent in 2005-06 


750: The number of technology specialists the US 
produces for every 1 million of its population. The 
corresponding numbers for China and India are 

500 and 200, respectively 


1 7 million: The expected rise in the number of 
unemployed urban Chinese in 2006 


50, 000: The number of employees India's top 
three "T services companies, Wipro, TCS and Infosys, 
plan to hire over the next 12 months 


Rs I. 374 crore: The amount 56 private 
telecom Companies owe the government as licence 
fee dues 


30,000 euros ($35,750 or Rs 16,08,750): The 
fine imposed by Italy's antitrust agency on Alitalia for 
misleading consumers by advertising a return flight 
tariff, but showing only the price of a one-way ticket 


No 






+ US stocks аге 
at levels that they haven't touched since 
2001, and regional stock exchanges in 
Asia are also on fire. India's own stock 
market, which too is at never-before 
levels, and which has shown a tendency 
to reflect movements of other global 
Stock indices, could continue to rise, 
despite widespread concerns about it 
being overheated. 
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Japan has 

Europe's largest carmaker Volkswagen AG articulated its desire to start bilateral 
has announced that it will build cars for trade talks with India, China, and 
specific markets, The company is sending Australia, which could culminate in free 
engineers to live in China, India, Russia, trade agreements, in a bid to increase | 
and the US to understand these markets its clout in the Asia-Pacific region. Given * 
better. India’s already booming auto industry that most South East Asian nations are s 
w= is certain to receive a boost from this. against the inclusion of India and ^ 

Р. Volskwagen recently announced plans to Australia in such regional blocs, this will 
B invest in a manufacturing facility in India, only serve to boost India's own efforts to ~ ч: 
* although it is yet to choose a location. become a trade powerhouse of sorts. 






BRIC-BY-BRIC 


A closer look at the growth environment for Brazil, Russia, India and China in the coming years 
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Inflation Government 1H nA Openness Education Life Political Еше ra Corruption PCs Phones Internet 
Deficit Debt Expectancy Stability Law 
The Growth Environment Score (GES) takes into ac the macro-economic s 
human capital (education, life expectancy); г itions 
Ю Brazil [ China 18 India @ Russia — Mean (D 
L* 


(inflation, government deficit, external debt); macro-economic con ditions (investment rates, openness of 
rule of corruption) 








oop M USSIA: The recent spat over natural gas 
са жд and Ukraine highlights the growing importance 
of gas (a far cleaner alternative than other fuels) in the global 
energy market. India, which has a modest (but not entirely 
unimpressive) 30 trillion cubic feet of natural gas reserves, 
needs to speed up its own exploration programme to ensure 
that at least part of its growing demand for gas is met locally. 
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“The revival of these two ancient civilisations 
(India and China) is a double-edged sword. 

It would mean great prosperity for the region, 
but could also mean a tussle for power” 


Former Singapore Prime Minister, in Time 


“We haven’t found what we can do as yet in 
China. It’s been very difficult to understand 
the market, at least for me” 


Chairman, Tata Sons, in DNA 


“To sell technology now, you have to do it in 
a way where it’s much more simple. You can’t 
talk about the bits and the bytes” 


Intel's new СЕО f t in BusinessWeek online 


“The women in business now aren’t aware of 
the fact that women used to bring in coffee and 
not reports. Because of that, they’re more 
competitive (with other women) than working 
together” 


Co-founder and Chairperson of Wyse Advertising, in USA Today 


“Nobody can play the global card better than 
we can” 


GE СЕО Jeff | t, to Reuters 


“You are always looking at a job, even when 
you are not looking for one” 


Founder, Naukri.com, in Business Standard 


‘Liberalisation is not a process of mechanical 
economic policy-making, but a struggle for the 


minds of our people” 
India's Prime Minister M to Reuters 


“I am not trying to be heroic or controversial. 
I just thought that I should start the new year 
by trying to figure out what looks like a fair 


valuation' 
Piper Jaffray analyst Sat , after authoring a report predicting that 
Google's sbares would bit $600 by the end of 2006, to AP 


“India is the new darling of the foreign 
investment community and stands on the cusp 
of a great change. It is where China was when it 


began to open its markets in 1979" 
MD, Global Business Policy Council, in The Times 










` BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning July, Business Today began publishing a monthly listing of 
India Inc’s biggest deals. Our partner: Global professional services firm Ernst 
& Young. Here are the deals that were struck in December. 


Deal Particulars: Tata Steel has signed an agreement with Cementhai Holding, a Siam Cement 
Group company, Thailand to acquire 40 per cent of its stake in Millennium Steel, for a consideration 
of $70 million (Rs 315 crore). It will make an open offer to acquire another 15 per cent. 
Impact Analysis: The fast growing markets of China and South East Asia are the key focus 
markets for the company. The acquisition of Millennium Steel follows the earlier acquisition of NatSteel 
of Singapore, and will help Tata Steel gain significant presence in the region. 






DEALTRACKER 


TARGET — | ACQUIRER INDUSTRY DEAL VALUE 
; ; (Rs crore) 





Millennium tailand о. AAS Steel = Acquisition — 785. 
Matrix Bioscience — — — — -Acquisition — Undis 
Edelweiss Capital — Greater Pacific Capital Financial Services — Investment — 125. — . — 20% 


Investment 














Concord Biotech — — .— — ^. 






Acquisition 


Westinghouse Lighting 










Corporation, USA — /-— — ——. 
SC Bega Upsom, Rom 5. 
Peiner Umformtechnik, Germany 


PL iiec AAA ho BM fcd: bold A PEU 4% 







Genesis PR 
EuroCOR GmbH, Germany — — — Electronic Components. 


Imperial Cancer Hospitals and Healthcare 
Research Centre 


Intas Р e 
Doom Domma Tea Company — 
Spentex industries — — — 





















_ Acquisiti 100% 
.1nvestment 70.30%. 





Keyword Group, UK/Cepha ITES Acquisition 32 100%/21% 
Imaging Systems — ____ RNG сысы: S 
NewLogic, Austria Computer Software Acquisition , 





A 
Bharti Healthcare —— — — — 
Thomas Cook, India — 







Investment 












Brunner Mond Group, UK Chemicals Investment 508 _ 635% 
mPower Inc, USA & MPACT Financial Services Acquisition 127 i 100% 





Technology Services e 
Able Laboratories Ine, USA 


i __Aoquiston 1% — 7 — 10 
Bouwer Bartlett Pty, South Africa. BELA 








Dan River Inc, USA | E 
Sandhar Group At ue НЬ 
Adeep Industries. Security Systems Acquisition 10076 





Deal Watch includes only M&As, private equity a 


Ernst & Young is a leading M&A advisor in India, While every care has been taken to compile this data, jt is based on media reports, company | 
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CLOSED: By 
ChrysCapital, its 
fourth fund, with a 
corpus of $550 
million (Rs 2,475 
crore). With this, 
the total funds 
under manage- 
ment of the com- 
pany co-founded 
by CEO Ashish Dhawan reaches $1 
billion (Rs 4,500 crore), making it the 
largest India-focussed entrepreneurial 
venture capital fund. 





ACQUIRED: By Temasek Holdings, 
Dove Finance, a Chennai-based non- 
banking finance company, thereby 
rendering redundant the need to seek 
approval of the Reserve Bank of India to 
set up a financial services firm, a 
process that could take time. 


ADDED: By India’s telcos, a record 
4.5 million to 5 million new connections 
in the month of December, almost 
double the usual number. State-owned 
Bharat Sanchar Nigam Limited and 
the Anil Ambani-controlled Reliance 
Infocomm both claim to have added 
over 1 million connections. 


CONTENDED: By Rani Chhabria, 
mother of the late Manu Chhabria, that 


she has a share in the estate of the 
latter, a claim that has been rubbished 
by his wife and the Jumbo Group's 
Chairperson Vidya Chhabria. 


REGISTERED: By New Delhi, a 
temperature of 0.2 degrees Celsius, on 
the morning of Sunday, January 8. 
This was the lowest temperature 
recorded in the city in 70 years. 


ISSUED: To 
Nivruti Rai, Senior 
Manager, Chipset 
Group, Intel India, 
US citizen, Indian 
American and 
mother of two, 
the first Overseas 
Citizenship of 
India (OCI) card, 
by Prime Minister Manmohan Singh at 
the recent Pravasi Bharatiya Divas in 
Hyderabad. The second card was 
issued to Iftekhar Shareef. 


SOUGHT: (As this magazine goes to 
press), by Taj Television, owner of 
the Ten Sports channel, a stay of 
government rules making it mandatory 
for it to share the feed for the Indo- 
Pak cricket series with national 
broadcaster Prasar Bharti, from the 
Supreme Court. 


FOURTH TIME UNLUCKY? 


LAME IT ON FEARS 

that a terrorist outfit 
might use the opportu- 
nity to its advantage and 
launch an attack, or in- 
frastructure (the absence 
of an international air- 
port, for instance), but 
the fourth annual Pra- 
vasi Bharatiya Divas (an 


event for the extended Indian diaspora) at Hyderabad was not as big an 
event as its three previous editions (the first two were held in Delhi and 
the third in Mumbai). Still, some 1,000 ‘Indians’ attended; the chief min- 
isters of six states, including Bihar’s new man-on-top Nitish Kumar, 
pitched their wares to potential investors; and Prime Minister Manmohan 
Singh issued the first Overseas Citizenship of India cards. 
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UTI's Mathur: Overseeing the requiem 


UTI-I'S STRATEGIC HOLDINGS 





Company Shareholding Value 

ITC 11.60% — Rs4036Cr- 
L&T 9.85 % Rs 2,340 Cr 
UTI Bank 27.14% Rs 2,201 Cr 
Source; BSE 


HREE MONTHS FROM NOW, UTI-i WILL 
Т to exist. In late 2002, the 
government decided to break India’s 
largest fund into UTI-I, which would 
take over US-64, the assured returns 
schemes and SUS-99, a scheme 
introduced to bail out US-64 in 1999, 
and UTI-II, which would be a asset 
management company that would 
manage all the other NAV-based funds 
(the two were created in February 
2003). There's still the matter of some 
Rs 8,000 crore worth of equity, which 
the government doesn't want UTI-I 
to sell for reasons that vary from fears 
of a hostile acquisition (in case the 
fund were to sell its stake in ITC) to un- 
clear policy (in the case of UTI Bank). 
Another headache is the divestment of 
UTI-I’s shareholding in unlisted entities 
such as NSE, NSDL, ICRA, IL&FS 
and ARSEC India, though talks are 
in advanced stages for selling UTI 
Securities and IL&FS. “This is one 
area where major efforts are required,” 
admits S.B. Mathur, the administrator 
of UTI-I. The good news: given current 
valuations, the government will have 
some money left over after UTI-I meets 
all its obligations. 

ANAND ADHIKARI 
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Markets in an upbeat mood. 
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26 Predictions For 2006 


A : AUTOMOBILES 
How many passenger cars will be sold? 


AROUND 1.25 MILLION (INCLU- 
ding utility vehicles), if all goes 
well, and the economy 
continues to remain buoyant. 
Last year, 2005, was the first 
calendar year when auto- 
mobile sales crossed the 1 
million mark. This, despite 
misconceptions over VAT, and 
floods in western and south- 


ern India. Kusban Mitra 





B : BUDGET 2006 
How will it look? 


THE CONTROVERSIAL FRINGE BENEFIT TAX WILL UNDERGO A COMPLETE 
makeover. However, there is little chance that direct and 
indirect taxes will be lowered given the government's 
compulsions to balance its books. That will also see more 
services being brought under the tax net and several industry- 
specific exemptions being withdrawn. Ashish Gupta 


C : CITIES 


Will the National Urban Renewal 
Mission help? 


WELL, IT HAS RS 1,00,000 CRORE (OR WILL 
eventually have that amount) to splurge 
on 60 cities with populations in excess 
of a million. It will work towards 
upgrading urban infrastructure and pro- 
viding basic services (housing, water, 


= poor. This year will see the mission 
7 making a beginning with a few cities. 
= Bangalore will Бе one. AG 








4 sanitation and the like) to the urban > 





D : DISINVESTMENT 


Yes or No? 


DESPITE THE GOVERNMENTS ATTEMPT TO CONVINCE ITS KEY ALLIES, THE 
communist parties, that all proceeds from the disinvestment drive will 
be used to fund developmental initiatives, the latter have steadfastly 
maintained that all disinvestment is bad and are upset with the 
former's decision to go ahead with the partial disinvestment of its 
stake in four companies. Our take: No it will be. Kumarkaushalam 
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E : ENERGY 


Will we see light at the end of the 
proverbial tunnel? 


UNLIKELY. THE MINISTRY OF POWER ESTIMATES 
that the country will need 782 billion kWh 
of electricity by March 2007. By the same 
time, it would have added 1,000 Mw of 
generation capacity to take its total 
generating capacity to 117,000 Mw. 
Assuming a plant load factor of 70 per cent 
and a plant utilisation factor of 80 per cent 
for 365 days (or 8,760 hours), that translates 
into 573.9 billion kWh. So, there will still be 
a shortfall of 208.1 billion kWh. AG 





F : FOREIGN INSTITUTIONAL INVESTORS 
Will they keep the good times going? 


WILL FII INFLOWS TOUCH THE $10 BILLION, 
Rs 45,000 crore, mark in 2006? Tough to 
say, but inflows into emerging markets 
such as India, especially those with a 
booming economy should continue to 
rise. Still, Northward-bound interest rates 
in the Us and a depreciating rupee could 
reverse the trend. Mahesh Nayak 


KALYAN CHAKRAVORTY 


NARENDER BISHT 


G : GOVERNMENT SPENDING 
Nirman finally take off? 


EN E 






ANOTHER OF PRIME MINISTER MANMOHAN SINGH'S 
pet projects, this one has Rs 1,74,000 crore to 
spend on creating infrastructure, and will start 
burning the money this year. It hopes to bring 
electricity, roads, safe drinking water and rural 
telephony to most villages in the country by 
2009. Take off it will, but an assessment of its 


H : HEADHUNTERS 
Will their lot increase? 


DEFINITELY. EVERY ONE OF THE WORLD'S TOP 10 EXECUTIVE 
search (that's the term of choice within the industry) firms 
is in the country, and Indian companies are increasingly 
turning to them to find people. The new trend of a one-year 
guarantee, which binds the search firm to find a replacement 
if a candidate is unsuitable, is a healthy опе. Amanpreet Singh 


| : INDEPENDENT DIRECTORS 


Will companies be able to meet the requirements 
of Clause 49? 


THE DECEMBER 31, 2005 DEADLINE FOR COMPANIES TO ENSURE 
that 50 per cent of their board is composed of independ- 
ent directors has come and gone. Companies are still hop- 
ing that the amendment to the Companies Act, waiting to 
be passed by Parliament, will reduce the proportion to 33 
per cent. Either way, the 9,000 listed companies in the 
country will need 30,000 independent directors. Where will 


impact will have to wait. Ashish Gupta 





J:JOBS 


Will India create enough? 

NOT REALLY. THE UNEMPLOYMENT RATE WILL CONTINUE TO 
hover around 9.2 per cent this year too. However, there will 
be a shortage of trained manpower in certain industries 
such as IT and гт enabled services, organised retail, financial 
services, and telecommunications. And salaries across sectors 
will increase by close to 15 per cent. Kumarkausbalam 


L : LAWYERS 


Will foreign law firms enter India? 





UNLIKELY. INDIA IS BOUND BY THE WTO GENERAL AGREEMENT ON 
Trade in Services to open up legal services, but the Ministry of 
Law and Justice has recently issued a statement ruling out the 
entry of foreign law firms. And the all-powerful bar Council of 
India is against the move too. Sabad P.V. 


they find them? 


Krisbna Gopalan 


K : KOLKATA 


Can Buddha make the city a centre 
of industry again? 


HE COULD. THE CITY'S INFRASTRUCTURE HAS 
improved, as has its perception among 
potential investors. However, the dichotomy 
between the communist ideology in the state 
(where Chief Minister Buddhadeb 
Bhattacharjee calls the shots) and that at the 
Centre, where Politburo chief Prakash Karat 
does so, could worsen this year and derail his 
attempts to do so. Ritwik Mukherjee 
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traditional Haveli Sangeet in this two-volume 
set comprising the original devotional songs 
called Ashtchhap Kirtan. These are sung to 

worship Lord Krishna and in this album have 
been rendered in the authentic style of the 

Vaishnava temples where they are originally 
pertormed.The kirtans present the rituals 
of Nitya Seva sung by Rattan Mohan Sharma 


in his unique style 


Bhakti Kiran 


anthology of Pandit Jasraj’s spiritual music 


rhe special 4 volume pack is an 


repertoire. From the bhajans on Lord Krishna 
and Lord Hanuman to his offering on Nav Durga 


the album is a complete spiritual experience 


Rattan Mohan Sharma sings 


Abhang - The Marathi devotional form « 
music was taken to great heights by the 
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M : MANUFACTURING 
Will India become a hardware hub? 


YES, BUT ONLY IF 
it gets its act (in 
terms of infra- 
structure, most 
importantly) 

right, and exper- 
iments such as 
the chip fabrica- 
tion plant being 
put up by Sem- 
India succeed. 
The country al- 
ready boasts some of the required ingredients, such as a 
growing domestic market, and a highly educated 
workforce. Venkatesba Babu 


P : PHARMA 
Will the year be a better one for Pharma? 


YES. PHARMA BIGGIES SUCH AS DR REDDY'S LABORATORIES AND 
Ranbaxy Laboratories are armed with a stronger pipeline for 
generics, drugs that are going off patents. The latter proposes 
to launch 15 products in the year, with at least two of them 
promising to bring in $300 million a year in sales. Sahad Р.У. 





R : RETAIL 


FDI finally? 


UNLIKELY, ALTHOUGH IT REMAINS ONE OF THE TOP (ARTICULATED) 
priorities of the government of the day. The communist 
parties, a key ally, are dead against the move. Ashish Gupta 


VYHAW NVAIA 





N : NEW NEW THING 
Genetech, nanotech, or something else? 


WELL IT WILL LIKELY BE ONE OF THE TWO, AND 
most probably the first. India's pharma companies, 
and several hot start-ups are already exploring the 
frontiers of genetech, the Holy Grail as far as life- 
sciences is concerned. Nanotech promises much, 
and there are a few Indian companies working in 
the area, but give them time. VB 


O : OFFSHORING 


Will India remain the preferred off-shoring 
destination for IT and IT-enabled services? 


YES, BUT NOT FOR 
TOO long. It pro- 
duces enough engi- 
neers and graduates, 
and boasts a 50 per 
cent cost advantage. 
However, IT consu- 
Iting firm Gartner 
predicts that crumbling infrastructure, rising HR 
costs, and growing competition from other 
destinations could erode India's share of the 
market from 85 per cent today to 45 per cent 
in two years. Rahul Sachitanand 


Q: QUALITY 
Will India’s obsession with the Deming 
Medal continue? 


YES. THUS FAR, 13 INDIAN FIRMS HAVE WON 
Quality's Oscar with 3 doing so in 2005. At 
least four or five companies will do so this 
year, and not all of them will be from the 
automotive sector. Nitya Varadarajan 





S : SENSEX 
Which way will it go? 


THE SENSEX (LEAVING OUT OIL AND STEEL FIRMS) 
is trading at a forward price earnings multi- 
ple of 21-22, which is not cheap. As long as 
foreign institutional investors continue to 
pump in money, there 
shouldn't be cause for 
concern, but the upside 
will be limited from 
now on. Mahesh Nayak 
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T: TRADE 
Will India move closer to becoming an export powerhouse? 


NOT ANYTIME SOON, ALTHOUGH ITS EXPORTS WILL INCREASE TO 
around $145 billion (Rs 6,52,500 crore) for the year 2005-06. With 
bilateralism (free trade agreements with several countries) becoming, 
the order of the day, and the consequent lowering of tariffs, the 
country will be happy to increase its share of world exports from 
0.82 per cent now to 1.10 per cent by 2010. Kumarkaushalam 


V : VENTURE FUNDING 
Will VCs rush to fund Indian web 2.0 companies? 


WELL, MOST VENTURE CAPITALISTS HAVE HITHERTO BEEN CONTENT WITH 
playing the private equity game. Web 2.0 companies are sprouting 
in Bangalore and Mumbai, but it is unlikely that vcs will make a 
beeline for them. This year, they'll probably focus on engineering 
and design backroom firms. S P.V. 


W : WOMEN CEOS 


Will we see more? 


NOT REALLY. HOWEVER, 
with more companies buy- 
ing into the concept of a 
diverse workplace, and 
consciously working to 
y remove glass ceilings, sev- 
3 eral women will enter the 
ranks of senior manage- 
ment. Next year, maybe. 
Amanpreet Singb 


Y : YOUTH 


Will an Indian Michael Dell arrive on the scene? 


FOR A LONG TIME, UNTIL HE 
turned 40 last year, Dell was on 
top of Fortune magazine's list of 
the 40 Richest Under 40. Today, 
conditions in India are propitious 
enough to see the emergence of 
an Indian Dell. After all, a third 
of the Indian population is under 
the age of 25, the country is in the 
midst of an entrepreneurial boom, 
and with the stock markets on 
a roll, billionaires are being 
created by the minute (well, 
almost). Venkatesba Babu 
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Will trade unions become stronger? 


THEY SHOWED SOME MUSCLE IN 2005, AND 
will likely show some more this year. The 
communists, after all, are key allies of the 
ruling United Progressive Alliance govern- 
ment. Their next target: IT and iT enabled 
services firm. Sahad P.V. 


X : XXX 
With Playboy here, will India 
turn liberal? 


IN YOUR DREAMS. 
Even the maga- 
zine Playboy will 
launch in the 
country will be 
{ sans nudes and the 
name. Porn is still 
a big no for the 
government. 
Ashish Gupta 


Z : ZEITGEIST 


Last year was for the investor; who 
will this year be for? 


FOR THE INDIAN MULTINATIONAL, THAT’S 
who. It isn’t just the software biggies that are 
acquiring firms overseas, Even old-world 
companies such as Bharat Forge and Tata 
Steel are doing the same. Arnab Mitra 
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How the internet’s biggest phenomenon is getting its act together 
to dominate India’s online market and leverage local tech talent 


to stay on the bleeding edge of innovation. 








NE OF THE FIRST 
things Google did 
after it set up its 
India sales office in 
Hyderabad in 
: March 2004, was to 
put an in-house cricket team to- 
gether. It was an apt message the 
California-based internet search 
giant was sending out to its new 
recruits: Working at Google is fun. 
After all, Googlers (as Google 
employees are called) in the Goog- 
leplex headquarters are a pampered 
lot. Free food, free massages and 
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valet services to take care of every- 
thing from dog-walking to dry clean- 
ing, are just a few of the perks 
Google lavishes on its employees, 
many of them young and unmarried. 

Make no mistake, though. Wor- 
king at Google is serious business. 
From virtually nothing, the start- 
up's young founders and now co- 
Presidents, Larry Page and Sergey 
Brin, have created a company that 
will pull in-about $6 billion (Rs 
27,000 crore) in revenues and $2 
billion (Rs 9,000 crore) profits for 
2005; Google's market value has 


soared from $80 billion (Rs 
3,60,000 crore) to $138 billion (Rs 
6,21,000 crore) in just the last six 
months. The company is already 
the third most valuable company 


in the us, and the buzz on Wall 


Street is that its stock will touch 
$600 (Rs 27,000), pushing market 
value to a jaw-dropping $176 billion 
(Rs 7,92,000 crore)—taking it closer 
to #2, Wal-Mart ($197 billion or 
Rs 8,86,500 crore). In fact, if you 
asked Google watchers what Page 
and Brin, who first met as computer 
science (PhD.) students at Stanford, 


WHAT GOOGLE IS DOING IN INDIA 


Uniqueness: Set up in 2004 
- Google Bangalore is its first R&D 
centre outside of the US. It will Беа 
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might want to do, they'll tell you 
that the 30-somethings really want 
to own the internet—at least, be 
its biggest information brokers: And 
that includes India as well. 

Looking at Google's Hyderabad 
office would never give you a sense 
of the company's unbridled ambi- 
tion (neither would visiting its India 
R&D centre in Bangalore help). Loc- 
ated in the Hi-Tech City, Google 
has an address on the fourth floor of 
RMZ Futura, a state-of-the-art build- 
ing, which has neighbours such as 
Dell and Microsoft. The 6,000-feet 
office, packed with cubicles, is mea- 
nt to support Google's global adv- 
ertising clients. The Googlers here, 
mostly young, arts college graduates, 
write AdWord copies (the brief de- 
scriptive "sponsored links", actu- 
ally ads, that show up alongside 
search results). “It really is a mixed 
bag," says Roy Gilbert, a former 
sonar officer (and a computer scie- 
nce engineer from the us Naval 
Academy), who is now Director, 
Online Sales & Operations, and 
the first among equals in Google 
India. (The other two top executives 
locally are Ashish Kashyap, Country 
Manager, Sales and Operations, 
and Kannan Pashupati, who is filling 
in for Krishna Bharat of Google 
News fame as head of the Bangalore 
development centre.) 

Gilbert wouldn't reveal the 
headcount at Hyderabad, but BT 
learns that it could be about 200. 
But recruitment, which spanned 
three months and campuses in cities 
like Coimbatore, is far from over, 
since sales operations are only just 
being rolled out. Last month, 
Google did a soft launch of its 
AdWords business, but an official 
launch will happen only in a month 
Or two. 


Google's India Plans 

Why is India important to Google? 
The answer to that question lies in 
Google's business model—the ex- 
isting one, that is. Have you ever 
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wondered why a free search engine 
is one of the biggest money-spinners 
on the internet? It is because Google 
makes oodles of money selling - 
advertisements to internet users 
under programmes called AdWords 
and AdSense (see How Google 
Makes Money). 

But there’s a problem with this 
model in the long term. For 
Google’s revenues to keep grow- 
ing at the phenomenal pace that 
they are, either the number of 
queries or the network will need 
to keep growing. The day when 
queries peak is still far off, but 
Google is already moving to tap 
growing markets. That apart, it is 
widening its scope of services by 
adding things like email, internet 
telephony, news aggregation, all of 
which are free at present. But it 
needs to keep innovating. India, 


DEEPAK G. PAWAR 


therefore, is important to Google 


for two reasons: One, it has а vast — 


pool of software talent and, two, 
just 38.5 million internet users (but 
growing at a healthy clip of 50 per 
cent) against a population of 1.1 
billion. India is where a lot of 
Google's innovators and customers 
will come from in future. 

Fielding 90 per cent of a billion 
queries a month from India, Google 
is already on top of the search eng- 
ine heap. Yahoo has less than 10 per 
cent share, and MSN India and oth- 
ers, the minuscule rest. Even in 
India, “the advertising market is in- 
creasingly moving towards search”, 
says Rohit Sharma, Head (Sales & 
Marketing) Indiatimes, implying 
that plain vanilla banner or pop- 
up ads are going out of fashion. 

According to eStatsIndia, a 


Delhi-based internet research 





Larry Page (right) and Sergey Brin have played by 
their own rules, be it the unconventional Google 
IPO or the ultra-cool work culture at Googleplex 
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п double that of Yahoo 


Search: Clearly the leader as of 
now: Half of the world uses Google 
search; logging 250 million queries a day 


Email: still under beta, but is a hit 
with users with its features like search, 
2.6 GB space, free POP3 account. Has 
only 4 per cent market share currently, 
as it's only on invitation as of now 


VoIP: it has Google Talk, a VoIP 
service, which is still under beta. Google 
is rumoured to be testing a pay-per-call 
feature in ads appearing on its search 
engine 


AdWords: Google’s popular text- 
based pay-per-click advertising service is 
the leader in this space. It contributes 
more than 90 per cent of Google's 
revenues | 


AdSense: its advertising pro- 
gramme for website publishers is the 
most popular one 


Toolbar: If you use Google more 
than other sites for search, then it’s 
more likely you will download Google 
Toolbar. So, it has an edge 


Blog: After Google bought Pyra Labs, 
developer of the widely-used Blogger 
and Blogspot web self-publishing system, 
it has emerged leader in the blogging 
space 


Desktop search: Launched in 
2004, Google’s desktop search allows 
people to scan their computers for 
information. in the same way they use 
Google to search the web 


Photosharing: Google entered 
digital photosharing service by acquiring 
Picasa in July 2004 


Mapping: Besides simple map- 
ping and directory service, Google Earth 
combines satellite imagery, maps and the 
power of Google Search to bring geo- 
graphic information on the desktop 


Book search: Though contro- 
versial, Google's project to digitise 
the world's books is the most ambi- 
tious of all 
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consultancy, search accounted 
for Rs 52 crore of the Rs 120 
crore advertisers spent online 
last year. But here’s the inter- 
esting bit: Almost all of that 
money went to Google, although 
it had almost no sales presence. 
Advertisers, mainly small, were 
availing of Google’s self-service 
AdWords scheme to advertise 
(a minimum of Rs 250 is needed 
to sign up for the service, and 
money gets deducted from the 
account based on the number 
of clicks). By offering self-service, 
Google managed to tap small 
advertisers—like Delhi’s Deez 
Biryani—to whom large media 
aren’t viable. Globally too, a 
large part of its half-a-million 
AdWord advertisers are small 
and medium enterprises. 
Google’s plan now is to sig- 
nificantly increase revenues by 
bringing in some of the bigger ad- 
vertisers like an ICICI Bank or 
Citibank through direct selling. 
Kashyap, poached from Indiatimes, 
has opened sales offices in Mumbai 
and Delhi. It's hard to say how 
much these big companies will end 
up spending on search, but the 
trend is gathering momentum. 





Google's Bharat: The man 
behind Google News 
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Roy Gilbert/ Director/ Online Sales & Operations 


A former naval engineer, 

Roy Gilbert heads Google’s 
Hyderabad operations, which 
support AdWord advertisers 


Notes Sanjeev Bikhchandani, СЕО, 
Naukri.com, a relatively big adver- 
tiser on Google: “I intend to spend 
at least 25 per cent of my Rs 15-20 
crore advertising budget next year 
on Google.” Last year, Naukri, an 
online jobs portal, spent Rs 2 crore 
on AdWords. Kashyap wouldn’t 
reveal his revenue targets. 


Indians at Google: A Key Factor 
It doesn't employ an army of Indian techies like Microsoft, but Google has its share of them. 


LTHOUGH GOOGLE CO-FOUNDERS LARRY PAGE AND SERGEY BRIN VISITED INDIA FOR THE FIRST TIME 

in 2004, Indians—two of them in particular—played a crucial role in getting them 

started up. One was Rajeev Motwani, a computer science professor at Stanford and 
Brin's PhD. guide, who helped Page with what's at the core of Google's search technology— 
a PageRank system that helps throw up the most relevant search results. The other 
Indian was Ram Shriram of Junglee fame (he also worked with Netscape and Amazon), who 
was an early angel investor in Google. There are others who've contributed to the company's 
success: Like Krishna Bharat, who developed Google News, and Anurag Acharya of Google 
Google's top management is also sprinkled with some Indians: Sukhinder Singh Cassidy 
(of Indian origin) is VP, Asia-Pacific and Latin American Operations, and, therefore, India sales 
team reports to her. Recently appointed, Nikesh Arora is VP, European operations. Prior to 
joining Google, he was Chief Marketing Officer and a board member at T-Mobile. Deep Nishar, 
Director, Product Management, is another key Indian at Google. He develops and implements 
the product strategy for Google's mobile products worldwide. In fact, when Page and Brin vis- 
ited India, they had only one complaint: That they had come too late. 





What Can Trip Google Up? 
If you are asking that question to- 
day, then nothing. Google is on 
its way to emerging as one of 
the top 20 media companies in 
the Us, and everyone from tele- 
vision networks to newspaper 
and magazine publishers are run- 
ning scared of Google because of 
the consumer shift online. 
Google's $1-billion (Rs 4,500- 
crore) investment in America 
Online (AOL) is a classic exam- 
ple. Under the deal, billed a 
“global online advertising part- 
nership”, Google’s advertisers 
will be able to reach some of the 
most expensive media proper- 
ties in the us. “A critical piece 
of this strategic alliance will be 
our content, which we will be 
making more accessible to 
Google users,” Time Warner 
(whose subsidiary AOL is) CEO 
Dick Parsons said in a release 
when the deal was announced on 
December 20 last year. Investors, 
on their part, -expect Google to 
make so much money that there’s 
talk of the stock hitting $600 from 
$465 today. 

But things need not be so 
hunky-dory. Google’s golden goose 
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Is Google the Next Evil Empire? 


Privacy groups in the US are alarmed over some of Google’s practices. 


UESS WHAT GOOGLE'S CORPORATE CREDO IS? IT'S "DO NO EVIL”, BUT 

an increasing number of people, particularly in the US, are 

beginning to ask if Google is living by that motto. Most 
concerns revolve around the amount of data that Google 
amasses. For instance, Google stores information on every sin- 
gle search and can trace it back to individual IP addresses. 
Email messages on Gmail are scanned for key words to allow 


ried about Google's increasing lock on the internet. There are 
rumours that Google is buying "dark fibre", that is unused optic 
fibre capacity, to build a US-wide network of pipes that will form its 
information backbone. Among the theories doing the rounds is one that 


says Google will use the backbone to ply traffic between its data centres in the 


US and then use a wireless network to distribute the content locally to end users, thus 
circumventing telcos. But it's possible that Google is buying the bandwidth for its own 
use, now that is has gotten into online video in a big way. People are also worried that 
Google has roped in Craig Venter (who cracked the human genome) to lead its foray into 
biotechnology. The idea, as revealed by Venter to The Washington Post's David Vise (see 
Bookend on page 130), is "to generate a gene catalogue to characterise all the genes 








on the planet and understand their evolutionary development". In other words, Google's At work: An ultra-cool workplace 
ambitions seem unlimited. And that's what is worrying some people. 


is its search engine. It is very much 
possible that a better search engine 
comes along—there are several con- 
tenders already—and steals the 
thunder from Google. Sure, Google 
has its racks and racks of cheap PCs 
hooked up with proprietary hard- 
ware and software that may be hard 
for a rival to replicate inexpensively. 
But in this business, one can never 
rule out a disruptive technology. 
The eight-year-old company, 
then, must do two things: One, 
make sure its search technology 
remains the best forever and, two, 
grow new streams of revenue. All 
work related to the former is a clos- 
ely-guarded secret, but Google's 
diversification has of late moved 
centre stage. Like its announcement 
at the recent Consumer Electronics 
Show in Las Vegas that it will sell 
video online, just like Apple sells 
music via iTunes. Google has been 
offering video free online for a year 
now, but this is its first step towards 
going pay-for-premium content. 
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Google also announced the launch 
of Google Pack, a bundle of soft- 
ware (including Google Earth, 
Desktop Search, Adobe Reader 7, 
and Norton Antivirus) that is aimed 
at shaking rival Microsoft's foun- 
dation, besides making money. 

A far more ambitious, and cru- 
cial, diversification for Google will be 
into mobile phones and IPTV, where 
Google's plans may be to help Tv 
networks deliver more customised 
ads to viewers by linking their in- 
ternet queries (remember, Google 
maintains a database of every search 
and the iP address from which it 
originates) to the kind of ads they 
would be interested in. (Madison 
Avenue, watch out.) As for mobile 
business, Google already has a deal 
with Motorola to put a Google but- 
ton on its phones for instant web 
search. Considering that there are 
1.5 billion mobile phone connec- 
tions in the world—70 million in 
India alone—Google's foray into 
mobile telephony could pay off 


belies Google's sinister image 


handsomely. (Also at the show, 
Yahoo announced the launch of 
Yahoo Go, which takes it from the 
PC to the mobile phone and Tv.) 
Yet, since Google is largely an 
intelligent aggregator with no con- 
tent of its own, it can run into copy- 
right and trademark issues. In 
France, Agence France Presse (AFP) 
sued Google News for using its 
copyrighted content; in the Us, auto 
insurer Geico sued—and won— 
Google for trademark infringement 
(search for Geico threw up ads from 
competing insurance firms), and 
Google's plans to digitise millions of 
books online has also raised the 
hackles of publishers. There's 
another threat. As Google ties up 
with an increasing number of 
content companies to push rev- 
enues, it's possible that the purity of 
its search results gets contaminated 
with ads. Disgruntled users could 
then knock Google off its perch. 
At the start of 2006, though, any 
threat to Google seems distant. Ш 
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AULA ABDUL, POP STAR- Р 
turned-choreographer- 
turned-designer and one 


B m 
of the judges on Ame- 
ISSI П rican Idol, is arguably the 
most popular element of the hit 


reality show on the Fox network in 

the us. In the 2005 edition, though, 

there’s something else that’s threat- 

E ened to steal the limelight from 
ES Abdul—the cup she periodically 


sips from. The cup has Coca-Cola 
screaming all over. As do the walls 
of the room in which the contest- 
ants wait to get on stage. It's 
called—what else—the Coca-Cola 
room. With the soft drink giant 
making more of a splash on Ame- Y 
rican Idol than most of the wannabe 
songsters, it isn't surprising that 
some cynics in the Us have dubbed 
American Idol an infomercial for 
the world's greatest brand. 
Now such product placements 
aren't exactly alien on Indian small 
screens, but don't expect to see the 
judges on American Idol's desi 
avatar, Indian Idol, sipping on Coke 
as they suffer countless aspirants. 
That's because the company with 
the world's second most recognisable 
symbol (after The Cross) these days 
. prefers to lie low in the Indian mar- 
ket. One reason for doing so could 
be the matter of the Indian opera- 
tions running up losses of close to 
Rs 1,000 crore. Hindustan Coca- А 
Cola Beverages, the holding com- 
pany for Hindustan Coca-Cola 
Bottling India and Hindustan Coca- 
Cola Marketing, had accumulated 
losses worth Rs 996 crore as on 
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In terms of sales, the Rs 7,000-crore industry 
Despite Lower Prices... 
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March 2005. This includes a Rs 
539-crore loss in 2004-05 and Rs 
457 crore in the year before that. In 
both these years, sales virtually stag- 
nated (at Rs 1,356 crore and Rs 
1,331 crore, respectively). The year- 
ending March 2005-06 won't be 
any better, as sales of carbonated 
soft drinks have dropped by 20- 
22 per cent again. The company's 
annual report for 2004-05 alludes 
to the fact that if non-alcoholic 
beverages were admissible under 
the provisions of the Sick Indu- 
strial Companies Act, Coca-Cola 
India could have been declared a 
sick company. 

It's not only Coke that's in the 
doldrums. Rival Pepsi, too, is feeling 
the heat courtesy a shrinking mar- 
ket. In 2004-05, soft drinks sales 
dropped to 2002-03 levels of 400 
million cases, and per capita con- 
sumption stagnated at around 8.7 
bottles. It is yet to touch double 
digits. If Pepsi hasn't collapsed on 
the sickbed, it's because the com- 
pany has been able to absorb the 
shock better, courtesy its thriving 
fruit juices (a Rs 400-crore industry 
growing at 30-40 per cent a year) 
and snacks business (contributing 
around 40 per cent to the top line). 
What might have also worked in 
Pepsi's favour is that throughout 
this period of crisis, it did not com- 
promise on its share of voice. It ran 
some of its best campaigns ever 
with Bollywood stars Amitabh 
Bachchan, Shahrukh Khan, Kareena 
Kapoor, Preity Zinta and Saif Ali 
Khan, and via Sachin Tendulkar in 
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Pepsi's Bakshi: Fruit juices and snacks business have kept it from going flat 


cricket, Pepsi also invested heavily in 
cricket. The company spent around 
Rs 400-450 crore between 2002 
and 2005 as against Coke's Rs 350 
crore. Coke's new President Atul 
Singh, in fact, admits that cutting ad 
spends was a big mistake. “Once 
out of sight, you are out of mind 
and that's what happened in Coca- 
Cola's case." 

Clearly it's the spectacular failure 
of the world's best brand (for three 
years running, according to Inte- 
rbrand's survey), valued at $67 bil- 
lion or Rs 3,01,500 crore—Pepsi 


„Апа So Is Per Capita Consumption 
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is valued at just $12 billion or Rs 
54,000 crore—that's difficult to 
ignore. Singh says he doesn't want 
to “defend things that went wrong 
in the past. I would rather focus 
on the future and as I see it, it is 
very bright”. That may be the best 
option for Singh, yet it’s difficult 
not to look back and figure how 
the soft drinks giants got it wrong. 
Consider: Coca-Cola has invested 
over Rs 5,000 crore in India in a 
span of 12 years against Pepsi’s 
Rs 3,000 crore over a period of 18 
years. Coke’s investment not only 
makes it one of the biggest foreign 
investors in India, it also makes 
India a foreign market where the 
Atlanta-headquartered soft drinks 
major has made maximum invest- 
ments. Yet, India remains a bleeding 
spot for the company. 

This is the second time Coke’s 
India business has gone awry since 
its return to the country in 1993 
after a rather unceremonious exit in 
1977. It had tidied up its flailing 
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Different Strokes 


Their contrasting entry strategies partly explain Coke and Pepsi’s performance in India. 


unceremonious exit in 1977, the cola market was its to 

take. And it did, by buying out the then cola kings, 
Parle's Chauhan brothers, who owned a clutch of brands, 
including Thums Up, Limca, Gold Spot, Citra and Maaza. Coke 
outbid Pepsi by paying (some say, vastly overpaying) 
Rs 350 crore for the Parle brands, and immediately comered 
60 per cent of the market. But there were problems: with the 
deal came Parle bottlers and the brothers, who remained 
stakeholders and management participants. "It was a step 
taken in desperation and Coke paid the price for its oversight 
for almost a decade," says a former Coke executive. When Coke 
tried to bring in its brand of professionalism to the inefficient 


! N 1993, WHEN COCA-COLA RE-ENTERED INDIA AFTER AN 


bottling operations, the bottlers were miffed. To end the 
tussle, Coke started buying the bottling plants; an exercise 
that ended in 2001. It, now, owns about 41 of the 58 
plants. The exercise cost Coke around Rs 3,500 crore and 
it spent another Rs 1,000 crore to modernise the plants. 
As it turned out, it was an expensive way to build one's 
bottling operations. Pepsi, which didn't buy market share 
but instead came in as a partner to Punjab Agro Industrial 
Corporation and Voltas in 1988, set up its own bottling 
plants at an investment of Rs 2,500 crore. Today, Pepsi 
owns 19 of its 39 plants, most of which have broken even. 
Coke's losses in the bottling business stood at Rs 996 
crore, at the end of March 2005. 


business by the late 90s and was 
even flourishing at the turn of the 
century. Along with Pepsi, Coca- 
Cola had consolidated the Indian 
soft drinks market, which doubled 
in size from 200 million to around 
400 million cases between 1999 
and early 2003. Per capita con- 
sumption had risen to 9.5 bottles in 
2003 from four in 1994. However, 
it still remained much behind the us 
(per capita consumption: 800) and 
even neighbouring countries like 
China (28) and Pakistan (24). In 
2003, when consumption in urban 
markets was booming like never 
before, Coca-Cola decided 
to take the plunge into the 
hitherto untapped rural 
market. The idea was to 
push volumes and expand 
the consumer base. 

“At that time it seemed 
like a winning strategy,” 
recalls a former Coke exec- 
utive. Indeed, with around 
70 per cent of the coun- 
try’s total population and 
over 40 per cent of its total 
disposable income, rural 
India seemed an ideal des- 
tination. However, rural 
consumers being extremely 
price conscious, making 
products more affordable 
seemed obligatory. Hence, 
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prices were slashed across categories 
by 25 per cent on an average and a 
new price point of Rs 5 for 200 ml 
bottles against Rs 7 in 2002 was in- 
troduced. This was followed up with 
a massive marketing and advertising 
drive. Remember the Thanda Matlab 
Coca-Cola campaign with Bolly- 
wood star Amir Khan? 

“We knew the rural strategy 
was suicidal, but being the comp- 
etitor we had no option but to 
follow suit," shrugs Rajeev Bakshi, 
Chairman, PepsiCo. If Bakshi had 
said this then, he would have only 
been ridiculed because rural 





Hot or cold? Coke's rural foray proved an overkill 





markets started delivering from 
day one. The consumer base expa- 
nded by 80 per cent in just a 
couple of months and volumes 
were up 39 per cent in the first 
half of 2003-04. Even the urban 
market grew 30 per cent. 

And then came a bolt from 
the blue. 

On August 5, 2003, The Centre 
for Science and Environment, a 
Delhi-based NGO, convened a press 
conference where it alleged that 12. 
top brands of Coca-Cola and Pepsi 
contained poisonous pesticides. In a 
high-profile counter, both Coke 
and Pepsi fought the allega- 
tions tooth and nail, but 
that didn't help too much. 
Sales plummeted by around 
35 per cent in the second 
half of 2003-04. Since then 
the two companies have 
been running into one prob- 
lem after the other: These 
include protests relating to 
water exploitation in Kerala 
(Coke's Palakkad plant in 
Kerala remained shut for 
most of 2004 and early 
2005), Andhra Pradesh and 
Rajasthan, and other health 
and pollution-related prob- 
lems in Tamil Nadu, up and 
Uttaranchal. 

The controversy hasn't 
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quite died down since then—and 
has, in fact, resurfaced in the land 
of The Real Thing. Last fortnight, 
50,000 students of the University 
of Michigan, us, forced campus 
authorities to suspend the sale of 
all Coca-Cola products. Their 
grouse: The soft drinks major is 
draining local groundwater in 
India and causing severe water cri- 
sis for local communities. A Cali- 
fornia-based activist, Amit 
Srivastava, is spearheading this 
campaign; he intends to take it to 
other educational institutions in 
the Us and the UK to stir public 
opinion. *It (Coca-Cola) is de- 
stroying livelihoods, stealing water 
and poisoning land. That is the 
story of Coca-Cola in India," he 
told mediapersons in the us. 
Coke's Singh says: “These activists 
are leading a false campaign 
against us. None of his allegations 
has been proved. We are work- 
ing with local communities to clear 
their doubts on these issues.” 

What’s worsened the situation 
for Coke in India was the gradual 
realisation that rural penetration 
is not a good business strategy. 
“We had ended up subsidising the 
rich for the poor,” says Bakshi. 
The affordability drive did bring 
in 39 per cent volume growth, but 
value-wise, the industry grew only 
around 20 per cent. “What had 
happened was that the urban con- 
sumer who earlier bought bigger 
bottles and paid a higher price had 
now switched over to Rs 5 and Rs 
6 categories,” says Coke’s Singh. 
Urban household consumption was 
also on the decline because of the 
controversies. By the end of 2004- 
05, the soft drinks industry was 
back to square one. 

To salvage their sinking bottom 
lines, the two companies were 
forced to raise their prices twice in 
2005 (see Back To Square One). 
And now, the duo is speaking in 
unison once again. “Rural markets 
in India are all but a sham,” says 
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Coke's Singh: Despite losses, the company is planning fresh investments 


Bakshi. “We will have to have dif- 
ferent price points according to the 
paying capacity of the target con- 
sumer rather than having one price 
for all,” adds Singh. 

Piled-up losses and a drop in 
volumes notwithstanding, it isn’t 
quite the end of the road for the 
cola majors. “Consumers have a 
very short memory. Once the two 
companies get their act together, 
they will regain their lost con- 
stituency,” says Y.L.R. Moorthi, 
Professor, Marketing, пм-в. Experts 
also maintain that the recent 
controversies wouldn’t have eroded 
their brand value much. “If a few 
hiccups here and there were to mar 
a company’s brand equity, Coca- 
Cola wouldn’t have remained the 
world’s top-most brand,” points 
out Ramesh Jude Thomas, Equitor 
Consulting, an Interbrand affiliate 
in India. Both, however, recom- 
mend re-jigging of the product 
portfolio, particularly in the case of 
Coke. Even the Interbrand survey 


suggests that the company must 
tap the evolving health and energy 
drinks market. Coke’s Singh, in 
fact, is already talking about it. 
“We are making a fresh investment 
of $120 million (Rs 540 crore) in 
India to expand our product cate- 
gories. Health and wellness will be 
a priority,” he says. Pepsi has also 
lined up investments of around 
$300-400 million (Rs 1,350-1,800 
crore) for the next four to five 
years and it plans new launches in 
non-cola categories. Indeed, there’s 
plenty to look forward to for the 
cola giants: low penetration, a bur- 
geoning middle class, rising per 
capita incomes and a growing econ- 
omy are all triggers in favour of 
an inevitable boom in soft drinks 
consumption. Unless of course ru- 
ral Indian folk decide that carbon- 
ated sugar water doesn’t enhance 
their life in any great manner and 
their urban counterparts are con- 
vinced that pesticide-laced drinks 
aren't quite their poison. M 


"When we were implementing SAP across 
70 locations, we wanted a partner who 
had the reach and ability required for large 
scale implementation. 


Airtel Enterprise Services gave us 
a flexible, scalable solution, which 
led to greater customer satisfaction 

and incredible returns." 


Sudhir Rane 
General Manager - IT 
Goodlass Nerolac Paints Ltd. 
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Backed by world class telecom infrastructure, global tie-ups and six sigma quality processes, we are here to help you conduct business@ease 
So if you need a customised solution for your telecom needs, simply get in touch with us at 011-41519696. 
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А Small Step 
Forward 


The WTO Ministerial Round in Hong Kong has resulted in a status 
quo on services and non-agricultural market access. But at least the 
deadlock of the earlier rounds has been broken and the spirit of 
multilateralism has lived to fight another day. “ 
MALINI BHUPTA 








ia Minister 
ión Mund 





Mu we sang L to R) Indonesian Trade M nister Mi ri Elke ARE CALLING 
Agriculture Minister Arvin Boolel, Brazilian Foreign Minister Celso ON YOU TO 






aM HANG KONG 


REUTERS 


| What Transpired? 


A look at the issues involved. 


Services 





HE FIRST QUESTION 

Pascal Lamy, Director 

General of the World 

Trade Organization 

(WTO), asked Union 
Commerce Minister Kamal Nath 
at the Sixth Ministerial 
Conference of the trade body 
was: “Will this (meeting) yield 
any substance, or should everyone 
go shopping?” He was referring to 
the joint front put up by the 
developing world to stonewall 
western attempts to prise open 
their markets while offering noth- 
ing substantial in return. 

The obvious sticking point 
was agriculture. The us and the 
European Union (EU) were reluc- 
tant to cut their farm subsidies; 
and the developing world was 
unwilling to move forward on 
industry and services unless they 
did. The earlier Doha (2001) and 
Cancun (2003) rounds had failed 
for precisely this reason and led to 
the creation of the Group of 20 
(G-20) developing nations led by 
India and Brazil. 

In Hong Kong, when the talks 
seemed to be going nowhere, 110 
developing countries came 
together in a grand coalition 
under the leadership of India and 
Brazil, and demanded that the us 
and the EU commit to a 2010 
deadline for eliminating agricul- 
tural subsidies. Says Nath, who 
deserves much of the credit for 
stringing together this alliance: 
“The rules of global trade are 
being redefined and the devel- 
oped world realises that we have 
the numbers." By applying col- 
lective pressure, the coalition 
managed to push through a dec- 
laration that addresses issues of 
importance to the developing 
world in agriculture, non-agri- 
cultural market access (NAMA) and 
services. This broke the logjam 
of the previous ministerial rounds, 
but could not entirely remove the 
question mark over the future of 


multilateral trade negotiations. 
Adds Dipak Patel, Trade Minister 
of Zambia and leader of the Least 
Developed Countries Group 
within the G-110: “Now that the 
developing world has come 
together, the big powers will have 
to sit and negotiate with us." 
Despite the breakthrough, the 
declaration was short on deliver- 
ables and long on intent. The 
actual negotiations on agriculture, 
NAMA and services will take place 
over the coming months and only 
then will a clearer picture emerge 
of the New World Trading Order. 
"The satisfaction is that the draft 
now specifies timelines for 
concluding negotiations based on 
different approaches," says Amit 
Mitra, Director General, FICCI. 


Agriculture 
Contrary to popular perception, 
rich countries subsidise large farm- 
ers much more than poor coun- 
tries do. The us, the EU and Japan 
give financial support to farmers 
in order to keep their domestic 
prices low and also provide export 
subsidies to prise open foreign 
markets. Every cow in the EU 
receives a subsidy of $2.5 (Rs 
112.50) a day and farmers in the 
developed world collectively get 
$1 billion (Rs 4,500 crore) a day 
in support from their respective 
governments. Compare this to 
380 million Indians who survive 
on less than $1 (Rs 45) a day. 
Litde wonder that farmers in poor 
countries cannot compete with 
agri imports from the rich North. 
The EU had, in the past, 
refused to set a deadline for phas- 
ing out these subsidies. EU Trade 
Commissioner Peter Mandelson 
expressed his helplessness in the 
Green Room (where actual 
negotiations take place behind 
closed doors), saying he did not 
have a mandate to proceed on 
the issue, since France had threat- 
ened to veto any subsidy cuts. 
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“Bilateral relationships will drive growth” 





OMMERCE MINISTER KAMAL NATH SPOKE TO INDIA TODAY’S 
Malini Bhupta during the Sixth Ministerial Conference in Hong 
Kong on a range of issues concerning the wro. Excerpts: 


On the so-called Grand Coalition (of developing countries): The 
process of forming this coalition began when India hosted the G-20 sum- 
mit in March this year, where I conveyed to the delegates that collec- 
tive action was necessary to extract concessions from the developed 
world. I realised that only a rainbow coalition of developing countries 
would have the clout to negotiate on these issues from a position of 
strength. Till Cancun, countries with interests in cotton, banana, sugar 
and other agricultural commodities were negotiating separately. So we 
formed the G-20 after the Cancun Ministerial in 2003 to collectively voice 
the opinion of the developing world. 


On the changing face of wro: Earlier, the Us and the EU used to call the 
shots. Now, India’s economical progress and China’s emergence as an 
economic powerhouse means that these two countries account for a large 
mass of consumers. Also the demographics of the developed countries 
are working against them. The global economic architecture has 

and the balance of power has shifted from the developed to the 
developing world. Today, India has massive economic clout as it is the 
fastest growing free economy. In the Uruguay Round of the Garr, about 
50 per cent of the members did not have a voice. Today, all countries 
want to engage and be involved in making rules of global trade. 
Earlier, the wro had locked itself in the hands of the developed world, 
but this has changed. There is now greater faith in the international trad- 
ing system as it is more democratic. 


On the problems plaguing the multilateral trading system: The wro has 
too much on its plate. The trading body today needs institutional 


subsidiaries, which will act autonomously. Every country was fighting 
a tight deadline during the six-day ministerial in Hong Kong. Since the 
WTO is a political body, decision making is slower and has a bottom-up 
approach. In future, too, it will remain a large trading body, but bilat- 
eral relationships will have to drive growth. 


But in a turnaround, the EU agreed 
to phase out all export subsidies by 
2013. The icing on the cake: about 
80 per cent of these will be phased 
out by 2010. 

India also won the right to des- 
ignate some farm commodities, 
which provide sustenance to small 
and marginal farmers, as Special 
Products on which tariffs will not be 
cut. Further, the government has 
reserved the right to increase import 
duties on select products if imports 
surge. Says FICCI’s Mitra: “The draft 
declaration has adequately addressed 
India's concerns by providing flex- 
ibility to protect small and mar- 
ginal farmers." 

But these are the only quantifi- 
able achievements. The precise 
modalities of structuring domestic 
support, market access and special 
and differential treatment for 
developing countries have been left 
open and will have to be negoti- 
ated by April 2006. Clearly, the 
multilateral farm trade architecture 
is still work in progress. 


Non-Agricultural Market Access 
The developed nations want lower 
import duties on a range of indus- 
trial products. The obvious logic: 
they want to access the huge market 
in China, India, Brazil and the rest 
of the developing world. In Doha, 
both developed and developing 
nations had agreed in principle to 
cut their tariffs on industrial goods 
like cars, auto components, con- 
sumer electronics, FMCG, etc. The 
question was: by how much? The 
rich countries advocated a Swiss 
formula with a high coefficient — 
which entailed the highest duty cuts 
on items with the highest tariffs. 
India and its allies opposed this for- 
mula on the grounds that such dras- 
tic cuts in import duties would result 
in cheap imports swamping their 
markets and kill domestic industries. 
After months of haggling in the 
run-up to the Hong Kong confer- 
ence, this blueprint was modified 
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Presenting the UTI Leadership Equity Fund. A fund that 
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4 Toll Free No. 1600-22-7557 | A NFO available at Rs. 10/- subject to applicable load. | SMS ‘Leader’ to 3030 


UTI Mutual Fund 


For Offer document, Key Information Memorandum & Application form, please contact the nearest UTI ME Branch, UTI Financial Centre, Chief Representative or Agent, 









Investment Objective: An open-ended equity oriented scheme. This scheme seeks to-generate capital appreciation and/or income distribution by investing the funds of the scheme. 
stocks that are "Leaders" in their respective industries/sectors/sub-sector. Options: Growth and Dividend (Payout and Reinvestment), Systematic Investment Plan available under the Fun 
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Bandra (E), Mumbai 400051. Phone: 022 - 56786666 Statutory Details: UTI Mutual Fund has been set up as a Trust under the Indian Trust Act, 1882. Sponsors: State Bank of India, Punja 
National Bank, Bank of Baroda and Life Insurance Corporation of india (liability of sponsors limited to Rs 10,000/-). Investment Manager: UTI Asset Management Co. (P) Ltd. (Incorporated - 
under the Companies Act, 1956). Trustee: UTI Trustee Co. (P) Ltd. (incorporated under the Companies Act, 1956). Risk Factors: All investments in mutual funds and securities are subject to 
market risks and the NAV of the funds may go up or down depending on the factors and forces affecting the securities markets. Therecan be no assurance that the schemes objectives will 
be achieved. Past performance of the Sponsors / Mutual Fund / Scheme(s) / AMC is not necessarily indicative of future results. UTI Leadership Equity Fund is only the name of the Fund апо. 
does not in any manner indicate the quality of the scheme, its future prospects or returns. There may be instances where no income distribution could be made. The scheme is subject to- 
risks relating to Credit, Interest Rates, Liquidity Securities Lending, Investment in Overseas Markets, Trading in debt and equity derivatives (the specific risk could be Credit, Market, 
liquidity, Judgmental error, Interest rate swaps and Forward rate agreements). Please read theoffer document carefully and consult your financial advisor before investir 
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The deadline for working out the modalities is 
April 30, 2006. Hence, the real negotiations will begin now 


and the industrialised nations agreed 
to “less than full reciprocity on 
tariff reductions"—this means the 
developed nations will cut their tar- 
iffs much more than the developing 
nations. Additionally, India also 
retained the right to keep certain 
items out of the purview of duty 
cuts. So, industries like automobiles 
and auto components needn't worry 
about duties coming down further. 
*The Hong Kong declaration gives 
developing countries the flexibility of 
keeping tariffs on some sensitive 
products as high as necessary," says 
К. Seshasayee, Vice President, Cll. 
But there are other issues as 
well. Says Suhail Nathani, Partner at 
law firm Economic Law Practice 
(ELP) that advises the government 
on WTO-related issues: "Tariffs in 
India have fallen from a peak of 
105 per cent in 1991 to 15 per 
cent now; but some countries, like 
the Us, have high tariff peaks on 
some products and tariff escalations 
in others. This effectively prevents 
India and other developing nations 
from exporting products like leather 
and finished garments to the us." 
Tariff escalation is the technical 
term for imposing higher customs 
duties on processed goods and pro- 
gressively lower ones on raw mate- 
rials, thereby penalising the imports 
of value-added products into a 
country. Adds Nath: *We are not 
interested in duties on aircraft 
coming down. We want tariff peaks 
on products of interest to us to 
come down." Will the developed 
world, therefore, reduce tariffs on 
textiles, garments, leather goods 
and marine products, among oth- 
ers, where India has a competitive 
advantage? And will it stop using 
non-tariff barriers to block imports 
from the poor South? The Hong 
Kong conference has set a deadline 
of April 30, 2006, for working out 
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Show of strength: Activists protest against WTO's trade policies in Hong Kong 


the modalities involved. 


Services 

Among all the issues on the agenda, 
India had the highest stake in serv- 
ices. It gained the least on this, pri- 
marily because of the reluctance of 
the developed world to make legally 
binding commitments on the issue. 
There are four modes in services 
that pertain to categories in which 
services are delivered by different 
countries. The cross-border services 
negotiations, a euphemism for 
outsourcing, come under Mode 1. 
Under this mode, India has been 
unable to get any binding commit- 
ment; rather the declaration merely 
talks of a “guidance” given to 
countries on the matter. 

India was also keen on extract- 
ing concessions on the free 
movement of professionals, which 
comes under Mode 4, so that Indian 
pros could move freely across con- 
tinents chasing assignments and 
opportunities. The government has 
been successful in getting the EU to 
ease its Economic Needs Test, 
which made it mandatory for 


companies there to justify why a 
contract has been awarded to a 
non-EU service provider. Despite 
this, problems related to visa and 
immigration procedures, work per- 
mit norms and non-recognition of 
Indian qualifications remain unre- 
solved. And the us has made no 
concessions on Mode 4. But on the 
positive side, there is a timeline for 
working out the modalities involved 
and greater recognition among 30 to 
40 countries about India's need for 
greater access on Mode 1 and Mode 
4. Countries wanting to present 
plurilateral (read: of interest to a 
group of countries) requests to other 
countries on this have to do so by 
February 28, 2006, and negotiations 
will begin thereafter. 

The fine print of the new global 
trading order, therefore, will unfold 
only in the months to come. But it 
is safe to say that despite only 
limited success, the Hong Kong 
conference has saved WTO’s 
multilateral architecture from 
imminent collapse. As Nath puts it 
in perspective: *The real negotia- 
tions will begin now." m 


AMBITION NOW 
HAS AN ARCHETYPE 


For over 26 years, B.L. Kashyap & Sons Limited has 
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The 
Battle’s Over, 
But 
The War Isn’t 


They may have reached a settlement 
in 2005, but as the Ambani brothers 
chart out their respective growth 
mega-plans, you can expect much 
more sparring in the shadows. 


VER SINCE MUKESH 
Ambani, Chairman, 
Reliance Industries Ltd 
(RIL), launched Reliance 
Infocomm in late 2002, 
it naturally followed that every 
group official would have to opt 
for a Reliance CDMA connection. 
Pretty much everybody did that, 
barring one: Vice Chairman & 
Managing Director Anil Ambani, 
who preferred to hang on to his 
GSM phone. Then came the settle- 
ment between Anil and Mukesh, and 
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the former took over at the helm of 
the telecommunications colossus. A 
few months before that Anil had 
accused individuals at Reliance 
Infocomm of tapping his (GSM) phone. 
But just when you thought the 
intrigue would end with the brothers 
agreeing to go their own ways post- 


June 2005, last fortnight, RIL set the 


cat amongst the pigeons when MTNI 
was given a contract to be the landline 
service provider—which is currently 
Reliance Infocomm—for the Maker 
IV headquarters in Mumbai’s 


ач. 


Y 


Mukesh D. Ambani < 





BHASKAR PAUL 


commercial district, Nariman Point. 
An MTNL official confirms that АП 
had asked for 270 new connections 
for its Maker IV office and another 
90 connections for another office in 
the vicinity (in Tulsiani Chambers). 

To be sure, signs of things coming 
to such a pass had surfaced as early as 
last year, when straws in the wind 
indicated that Reliance Infocomm 
would be passed on to the younger 
brother. In February, some 50 senior 
RIL officials were given a second hand- 
set—a GSM one—in addition to their 


ART O | OF WAR R 
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op юм, bi phas 


Mukesh Ambani 


Anil Ambani 


NTPC’s CMD С.Р. Jain 


Reliance IndiaMobile connection. 
While some senior RIL executives still 
hold Reliance IndiaMobile connec- 
tions, it’s only a matter of time before 
they’re terminated. 

Tangled telecom lines aren’t the 
only indicator of the sparring in 
the shadows that’s under way 
between the two recently separated 
empires. Consider, for instance, 
RIL's reported acquisition of a British 
Petroleum’s derivatives and refining 
subsidiary, Innovene, which actually 
wasn’t meant to be reported. 


Apparently RIL had made a bid to 
buy out Innovene, which boasted 
$15 billion (Rs 67,500 crore) in 
revenues and assets in excess of 
$12 billion (Rs 54,000 crore), and 
with manufacturing facilities spread 
across North America and Europe. 
At the last RIL AGM, Mukesh had 
talked about a global acquisition. 
“RIL is striving to take the petro- 
chemical business to the top league 
in the global arena. It will evaluate 
opportunities for acquisitions in the 
petrochemicals domain,” he had 





stated. The tricky part in this 
acquisition, though, related to a very 
stringent confidentiality clause which 
stated that if at any stage of the due 
diligence process BP’s intent to sell 
Innovene came out in the open, talks 
with that potential buyer would be 
called off. And that's exactly what 
happened, with the news of the 
acquisition duly making the head- 
lines of a large-selling newspaper. 
Did whoever leak the news know 
about this crucial clause? The Inno- 
vene deal was finally made public 
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A Bitter Pill бог. 


in the second week of December 
when the UK-based Ineos acquired it 
for $9 billion (Rs 40,500 crore). 
The plot doesn't end there. 
Market men have been reading 
plenty between the lines of the row 
between RIL and the state-owned 
National Thermal Power Corp 
(NTPC). This relates to a gas sale 
and purchase agreement (GSPA) 
where NTPC has alleged that RIL’s 
move to make changes in the orig- 
inal contract could lead to serious 
problems at its 2,600 Mw plants 
at Kawas and Gandhar. RIL initially 
clinched the bid at a price of $2.9 per 
ммвту (million metric British thermal 
unit) and has now refused to sign 
the deal with NIPC asking for changes 
in some of the conditions. NTPC sent 
out a terse notice to the stock 
exchanges on December 21 stating 
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that RIL has not agreed to sign the 
GSPA based on the terms agreed dur- 
ing the bid process and also not pro- 
ceeded to perform the contract. NTPC, 
since then, has filed a suit with the 
Bombay High Court. Since then, the 
hearing has been adjourned and will 
now take place on January 30. 

If you're wondering what NTPC 
has to do with the Mukesh-Anil 
spat, read on. As per the settlement 
agreement between the two brothers, 
RIL will supply gas to Reliance Energy 
Ltd (REL) for its forthcoming power 
projects. Unconfirmed rumours also 
suggest that the terms for gas supply 
to REL’s proposed project in Dadri in 
Uttar Pradesh will mirror those for 
NTPC. The upshot? Any tinkering 
with the terms for NTPC will also 
mean corresponding revisions in the 
agreement with REL, which might 





not work in favour of the younger 
Ambani. An RIL spokesperson 
declined to comment on the issue, as 
well as on the Innovene deal and 
the shift to MTNL phone lines. An 
ADAE spokesperson also declined to 
comment on any of these issues. 
Observers point out that such 
sabre rattling is just the beginning, 
and more skirmishes will follow. 
For instance, both brothers are 
gung-ho on retail, RIL with its fuel 
pumps and Wal-Mart-like mega- 
blueprint, and Reliance Infocomm, 
which already has its WebWorlds. 
Sources indicate that there has been 
a non-compete clause between the 
two factions to ensure that busi- 
ness areas are unique and that there 
will be no overlap. Even if you’re a 
betting man, that’s one wager you 
wouldn't want to make. ш 
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Presenting the Healthcare Guide 
for Delhi and NCR. 


A STEP BY STEP GUIDE TO GOOD HEALTH 


Amway, 


Our changing lifestyles are leading us to a variety of health-related 
problems, necessitating the need to be fully informed about issues like 
nutrition, first aid, health insurance, preventive healthcare and INDIA 
medical facilities that are available within reach. Helping you with all 
thatis the INDIA TODAY Healthcare Guide for Delhi and NCR. 
Making Sense of India 


. Informative articles by experts from Delhi, Mumbai and Chennai 
e List of hospitals in Delhi and NCR with contact details 
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AUTOCARS 


A Car For Every Indian? 


Y THE TIME THIS ISSUE HITS THE STANDS, INDIA'S 
biggest auto fest would have got underway 
in Delhi. Like every year, almost all the top 
automotive companies would have put on 
display some of their best cars for thousands of 
visitors, who will throng the six-day Auto Expo, to see 
and drool over. That's as close most of those curious vis- 
itors, representing a microcosm of the country, will get 
to owning a car. Yet, for the global automotive indus- 
try, they are its best hope. 

In the us, car and light-truck sales showed no 
growth last year, remaining steady at 16.9 million 


Sudden Spurt: 1,150,000 
Part Two 


After dropping in 2001-02, car sales 
are soaring again. 1,061,300 
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units; in Europe, it was a marginally better year, with 
growth at just over a percentage point (despite a mas- 
sive fall in UK car sales); and in Japan, sales tumbled 3 
per cent. China was the one bright spot for the global 
industry, growing 18 per cent in 2005, but signs of a 
slowdown were evident in the last few months. In 
contrast, India crossed the 1-million mark for passen- 
ger cars (including utility vehicles) last year, and is 
projected to grow at 15 per cent till 2010. To put it 
another way, while it took about 10 years to double 
new car sales to a million units, it will take half that time 
to reach 2 million, perhaps even 2.5 million, by 2010. 
“The basic affordability of a car is increasing, which is 
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why demographic groups that would never have bought 
cars earlier are buying cars now,” points out Jagdish 
Khattar, Managing Director of India’s largest car man- 
ufacturer, Maruti Udyog Ltd (MUL). 

The huge untapped market has prompted carmak- 
ers to rev up their plans. MUL, along with its Japanese 
parent Suzuki Motor Corporation, is setting up a new 
plant not far from its existing facility in Gurgaon near 
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Perhaps not in another 50, or even 100, years, but there's 
little doubt that India is among the last virgin car markets. 
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Dream machine: It's inevitable that rising 
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Delhi that will roll out 250,000 cars a year by the 
end of 2006. At their full capacity, MUL’s two plants will 
churn out 850,000 vehicles a year. MUL’s bitter rival and 
#2 in the market, Hyundai Motor India (HMI), is 
mulling a second plant right behind the one it already 
has in Sriperambudur near Chennai. Tata Motors, 
which stoked car demand with its diesel-engined Indica 
way back in 1999, is working on an ultra low-priced car 
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(Rs 1 lakh or so) that could revolutionise motoring in 
the country. Toyota Kirloskar Motor, a nominal joint 
venture that doesn't yet offer sub-compact cars, has 
openly set a 10 per cent market share target by 2010. 

Even companies that don't have small cars (as 
understood by the Indian buyer) in their portfolio are 
wooing buyers with contemporary offerings. Ford 
India, for instance, made a global launch of its new 


69 


SINESS TODAY 


NVAIA 


VHHIN 


RITESH SHARMA 





Jagdish Khattar/ Managing Director/ Maruti Udyog 


“The basic affordability is increasing. 
Demographic groups that would never 
have bought cars earlier are now buying” 


sedan Fiesta in India, and cutting the ribbon was Ford 
CEO Bill Ford himself. General Motors, despite its 
precarious position in the us, plans to bring the Daewoo 
small car Spark to India. And as for those carmakers 
who thought India wasn't a big enough market and thus 
stayed out the past 10 years, they are now scrambling 
to get a foot in the door. BMW recently announced the 
setting up of a $39-million (Rs 175.5-crore) plant, 
albeit small, to manufacture its 3 and 5 series sedans. 
Volkswagen, despite an embarrassing scandal, has its 
sight set on India and, in fact, will be displaying its new 
Beetle, besides Touareg, Phaeton and Passat, at the Auto 
Expo. The cautious French company Renault—it 
refrained from entering China because it feared over- 
capacity—has set up a JV with Mahindra & Mahindra 
(M&M) to launch its sedan Logan in 2007. 

So, finally it seems the promise that originally 
lured carmakers to India—a booming middle-class—is 
closer to delivering. In terms of aspiration, millions of 
Indian consumers are ready for their first four-wheeler. 
The question is, can carmakers 
manufacture to a price that will 





B.V.R. Subbu/ President/ Hyundai Motor India 


“Affordability is based on how much you 
can pay out in a month, and sometimes 
to just have a car you are willing to pay" 


the A and B segments, which include the Maruti 800, 
Alto, Zen, Santro, WagonR, Indica, Getz, Swift and 
Palio. Almost half of the sales were in the top 10 
cities. The annual market for pre-owned cars is 
estimated at another 7 lakh units. All told, there are 
about 10 million cars on Indian roads. Still, not a big 
enough number, considering that more than 27 million 
Indians paid income tax last year. All of them, according 
to MUL, are potential car buyers. Yet, at least 17 million 
of them aren’t buying because either they can’t afford 
it or they think—as MUL’s Khattar suspects—they can’t 
afford it. This magazine believes that the former may be 
the bigger reason, considering that 95 out of every 100 
cars are bought on finance. “You have to make 
attractive vehicles at affordable prices, and if you 
make more options available in the A-segment, the mar- 
ket could boom,” says Tata Motors’ Ravi Kant, obvi- 
ously referring to their proposed Rs 1-lakh car. 
Since affordability is the issue, companies need to 
offer cheaper cars. There are two broad ways in which 
they can do it: Either reduce the 
absolute price of a car (sell the 





appeal to a nation where the per A Global Car Hub? 185,000 800 for, say, Rs 1.50 lakh instead 
capita income is a bare $650 (Rs ао 4 of Rs 2.17 lakh) or make financ- 
29,250)? manufacturers step ing cheap enough to lower the 

up exports. impact of car ownership on 


It's The Price, Stupid 

Don't let vehicle manufacturers 
have you believe otherwise, 
affordability is the single-biggest 
issue that keeps the market from 
exploding. Let's take a quick look 
at the passenger car market (in- 
cluding utility vehicles): In 2004- 
05, 1.06 million cars were sold. 


Out of these, 610,000 were in 03 
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household incomes. Expanding 
the reach of financiers to smaller 
towns—something that has been 
happening over the years—and 
lowering interest rates (possible 
because delinquency in car loans 
is just over 1 per cent, one of the 
lowest in the world) are things 
that could help stimulate demand. 


-05 -06 But lowering the sticker price 
Source: SIAM 
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Divas 7-9 January 2006, Hyderabad His Excellency the President of India 





Dr. А.Р]. Abdul Kalam 
| 1 
i i 
It was a perfect platform. Pravasi Bharatiya Divas-the 3-day Dr. M han Singh 
convention from Jan 7-9, inaugurated by the Prime Minister of Hon'ble Prime Minister of India 


India, Dr. Manmohan Singh wrapped up rewardingly. The President 
Dr A.P.J. Kalam conferred the "Pravasi Bharatiya Samman” on 
distinguished overseas Indians on January 9. 





Held under the aegis of the Union Ministry of Overseas Indian 
Affairs and the Government of Andhra Pradesh, the interface 
with Non Resident Indians was categorically enriching with issues 


The interactive sessions with the Chief Ministers of all major 
states as well as panel discussions on communal harmony, 
secularism, diaspora and political discourse, a plenary on 
diaspora philanthropy and presentation on remittance 
services enfolded evocatively. 


Pravasi Bharatiya Divas provided a great global forum for 
overseas Indians not only to establish sustainable partnership. 
but also to build up a good network and institute symbiotic 
interaction across the socio-economic and cultural space. 





Hen :———— 

e 3-Day Convention e Interactive sessions with Chief Ministers of all major states (Andhra 
Pradesh, Bihar, Gujarat, Jammu & Kashmir, Karnataka, Kerala, Maharashtra, Punjab, 
Rajasthan, Tamil Nadu, West Bengal, etc.) e Plenary sessions on diverse themes with eminent 
speakers, including Montek Singh Ahluwalia, Sunil Khilnani, Devesh Kapur etc. e Business 
Network e Industrial & Trade Exhibition e Cultural evenings e Gala Dinners 
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Bi Maruti Udyog 
A large mid-size car to replace 
Baleno, and Gypsy may give 
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| Tata Motors B 
All eyes are on the Rs 1-lakh car, and an extended 
wheelbase Indigo is next from the Tata stable 
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І —--4 Almost every big player has ^ just be murmurs 
New mid-sized vehicle Verna ! plans for the A & B segments. 1 
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coming up alongside Accent. ка = General Motors E 
Watch out for Santro kN 2 Б 9 2 Three cars in 2006, а рге- 
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is a different ballgame. Tata Motors, for instance, is 
questioning every conventional car-making rule in a bid 
to make its dream small car at Rs 1 lakh or so. That's 
because incremental cost-cutting will not result in a new 
pricing paradigm. If that were possible, MUL would have 
long ago cut the 800 price to Rs 1 lakh and deci- 
mated competition. But fortunately, or unfortunately, 
for carmakers, one of their biggest cost components is 
government tax. Excise alone accounts for 24 per 
cent of a car's cost. It's unlikely that the government will 
cut excise rates too steeply, especially when it is not sure 
if the resulting demand will make up for the revenue 
loss. Still, it's a possibility and one that can straightaway 
make cars cheaper, triggering a cascading effect down 
the market. As buyers of small cars graduate to bigger 
cars, pre-owned cars will become cheaper still, allow- 
ing millions of two-wheeler owners to buy their first set 
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A. Toyoshima/ Managing Director/ Toyota Kirloskar Motor 


“India is not just a small car market, 
it has a full line-up—from compact 
cars to luxury sports cars" 
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mid-sized car and a sports-back 


of four wheels. Eventually, they too will turn buyers of 
new cars. Says B.V.R. Subbu, President, HMI: 
“Affordability is based on how much you can pay out 
in a month, and sometimes to just have a car you are 
willing to pay for the privilege." 

Possibly because it makes the cheapest car in the 
world (the 800), MuL has been working on convincing 
consumers that they can indeed afford a car. Under a 
“2ka4” scheme, it has been going out into small towns 
to sell its cars to school teachers, public sector 
employees, state government staff and even railway 
foremen and getting them to switch over from motor- 
cycles and scooters. Since the pilot scheme (targeting 
school teachers) was launched in early 2005, MUL has sold 
22,000 cars to such consumers. “Our sales teams have vis- 
ited teachers in over 500 schools; that's how seriously we 
take reach and distribution," points out Khattar. 
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Arvind Mathew/ Managing Director/ Ford India 


“In the last few years, the segment 
growing the fastest has been the entry- 
level mid-sized segment, like the Ikon” 
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productivity growth combined with validated solutions. Let us 
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right to the management level and do everything to ensure 
your competitive edge for the long term. Our secret formula? 
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Buyers Graduate 

Nobody is disputing the 
fact that for a long time to 
come, India will be a small 
car market. Yet, there are 
: some interesting shifts tak- 


The Small Car Rules. 





MINI: Maruti 800 


MULTI PURPOSE 
VEHICLES: Maruti Omni 


Car buyers still want the Zens, Santros and the Indicas. 











ing place in the market. 
Increasingly it seems, the 
buyer is focussing on value 
rather than price. A telling 
sign: MUL 800's sales have 
been shrinking over the 
past three years. The Alto, 
which costs about Rs 
50,000 more than the non- 
AC 800, is the preferred 
entry car. In fact, the B- 
segment today accounts for 
a good 50 per cent of the 
overall sales. That's one 
reason why manufacturers 
like Ford, GM and Toyota 
"аге licking their chops. “In 
the last few years, the seg- 
ment growing the fastest 
has been the entry-level 
` mid-sized segment (like the 
Ikon)," says Arvind 
Mathew, Ford's India boss. 
Adds Rajeev Chaba, GM's 
man in India: “I believe 
that in the next five years, 
we can easily double our domestic sales to two million." 

Toyota Kirloskar's Managing Director A. Toyoshima 
doesn't deny that a presence in the small car segment is 
crucial to volumes, but he feels that there are opportu- 
nities in bigger cars too. “India is not just a small car mar- 
ket, it has а market for the full line-up— from compact 
cars to luxury sports cars," he says. For Toyota, the small 
car market in India might be an important battle in its 
global war to defend itself from Hyundai, since Toyota 
executives have acknowledged the Korean challenger as 
a bigger worry than either GM or Ford. 

What seems to reinforce the shift theory is MUL’s 
experience with its new premium compact car, Swift. 
Wedged in between the Esteem on top and WagonR 
and Zen below, the Swift has surprised MUL with its 
brisk sales. Initially expected to sell around 3,000 
units a month, the car is doing over 6,000, sending MUL 
scrambling to up production. Not surprisingly, other 
manufacturers are taking it as a good omen. Says 
Pawan Goenka, President of M&M's automotive busi- 
ness: “Ву the time we introduce the Logan in India (by 
2007), there will be a substantial number of people who 


UTILITY VEHICLES: 
Mahindra Scorpio/Bolero, 
Tata Sumo/Safari, Toyota 
Innova, Honda CRV, Hyundai 
Terracan, Ford Endeavour 





EXECUTIVE: Mercedes 
C-Class, Hyundai Elantra, 


Cars are classified based on their, length 
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Skoda Octavia, Toyota Corolla 1.92. | 


p 
MID-SIZE: Hyundai Accent, Maruti Baleno/Esteem, Ford Ikon/Fiesta, Honda 
City, Opel Corsa, Chevy Optra, Mitsubishi Lancer, Hindustan Ambassador 


Figures in per cent (Based on YTD sales in fiscal 2005-06 of passenger vehicles) 


By some estimates, passenger car demand will touch 2 million by 2010. 
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want to move up from a 


small car.” He believes фаг. 
PREMIUM/LUXURY: Mercedes g. there are huge opportuni- 
Class/S-Class, Honda Accord, Hyundai ties emerging in the sedan 
0.01 and utility segments. 
A Global Small 
Car Hub 


There's something else 


to keep their businesses 
viable in India: exports. 


petitive in other markets. 
Besides, few manufactur- 


kind of small cars they do 
in India. Take нм, Unlike 


Ford ог GM, its Korean. 


parent doesn’t have factor- 
ies all over the world. That 
allowed the Indian 
subsidiary to ship out alm- 






1,550,000 dar, with the number ex- 
this year. MUL, too, can pot- 
entially become India’s 


Source: SIAM . ‘other large exporter. ` “Once 


their additional capacity . 


comes on-stream, I don’t see why Suzuki will not allow 


Maruti to export,” says HMI’s Subbu. “Look at it this. 


way,” explains MUL’s Khattar, “India, with 6 lakh small 
cars last year, is the world’s second-largest producer of 
small cars after Japan, which produced 1.2 million.” His 
argument: Just the sheer numbers should make India a 
small-car hub, once the local market demand is met. 

At the moment, capacity is a constraint, besides 


which tax on components makes cars that much more. 


expensive to export. Says Pankaj Gupta of vehicle 
manufacturers’ association, SIAM: “If automobile exports 


are to boom, we have to make sure that we don’t 
Exports are of more strategic. 


export any taxes.” 
importance to companies like Tata Motors and M&M. 


For the other multinational carmakers, it’s the Indian 
market that is the main attraction. To be sure, there will 
be the odd dip to deal with. For example, growth in car 


sales for calendar 2005 was just 7 per cent compared to 
24.6 per cent the previous year. But as Maruti’s Khattar 
asks with a smile, “Aur kahan jayenge (where else will 
the carmakers go)?". Indeed, all roads in the global auto 
industry today lead to India. ш 


carmakers are banking on. 


Without the 24 per cent: 
excise duty, India-made `, 
cars are highly price com- — 
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Cruising along: Not 


AUTO TWO-WHEELERS 





SANDESH BHANDARE 


Motorcycle Mania 


Cars are aspirational, but two-wheelers are what the nation rides 
on. And that’s unlikely to change for decades to come. 


N 1983, WHEN JAPANESE TWO-WHEELER GIANT HONDA 
wanted to enter the Indian market, it made its first 
stop at Bajaj Auto. The reason was a no-brainer: 
Bajaj Auto was the scooter king of India, account- 
ing for a 75 per cent share of the Indian two- 
wheeler market and an enviably long queue of cus- 
tomers who were prepared to wait as long as eight-nine 
months for allotment of the Bajaj Chetak, its most 
popular model, which owed its heritage to the Italian 
Lambretta of the 1950s. Honda, which wanted to 
launch its motorcycles first in India, figured Bajaj Auto 
would be the best joint venture partner it could have. 
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But Bajaj Auto was then on a high and Rahul Bajaj, 
founder and then managing director, was betting big on 
scooters and not on mobikes, at least then. The Honda 
overtures were spurned and the Japanese company 
forged a Jv with the Ludhiana-based Hero Cycles. 

In hindsight, Bajaj made a bit of a mistake then. He 
read the market wrong. It belonged to motorcycles, 
not scooters. Today, Bajaj’s son, Rajiv, admits as 
much. At a recent dealer conference, he admitted 
that Bajaj Auto had missed the seismic shift of con- 
sumers from scooters to motorcycles (he doesn’t regret 
the lost opportunity with Honda though!). Back in 








1995, the Indian two-wh 


motorcycle manufacturing JVs like 
Него Honda Motors or Yamaha's 


` market overnight. 

















market comprised 1.2m 
scooters and just 760,000 mo 
cycles. In 2004-05, it’s th 
way around: 0:92 million scoot 
and 4.96 million motorcycles. | 


А 10-million Bike Market - ; 


It wasn't that the entry of 


erstwhile JV with Escorts or 39: 
Suzuki's with Tvs changed the Т 


It was gradual. The new foe: Rx 
stroke motorcycles launched by 
Hero Honda, in particular, offered 
greater fuel economy (which made. 
them attractive to consumers at a 
time when fuel costs were rising) 
and unmatched reliability. Hero 
Honda's memorable, “Fill it; Shut ih Forget it" 
advertising slogan said it all. took the bait. By 
1998-99 things had changed 
had been a scooter marke 
motorcycle market. For thé 
sales exceeded those of sc 
against 1.29 million, whi 
time high for scooters. . © : 

Drama happened elsewhere too. By 2002-03, Hero 
Honda had vaulted past. Bajaj Auto to become India’ s 
largest two-wheeler company. And this year, the com- 
pany's annual sales are expected to be close to three mil- 
lion units, larger than what the entire motorcycle mar- 
ket was in 2001-02. The pace of growth of motorcycle 
sales has been remarkable, clocking a compounded 
annual growth rate of over 20 per cent over the decade 
between 1995-96 and 2004-05. And there's no sign of 
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The two companies together 
- account for 80 per cent of 
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Motorcycles have beaten scooters to become the most popular two-wheeler. 


^ Figures in units 


a let-up in that pace. In the first 
seven months of last year, motor- 
cycle sales grew 18.83 per cent. 
(Cars grew 6.9 per cent.) 
The world's largest two-wheeler 
. manufacturer Honda is so excited 
about the prospect of India being a 
growth market that it has started a 
second two-wheeler company in 
India, Honda Motorcycle & 
Scooter India (нме). Its Managing 
Director Yukihiro Aoshima believes. - 
- that it is not a question of if India 
will become a 10-million motor- 
cycle a year market, but when? 
Quite soon, perhaps. If the market 
for motorcycles continues to grow 
at the current rate, that could hap- 
pen in the next five or six years. 
However, Pawan. Munjal, 
Managing Director, Hero Honda, 
the world’s largest single manufacturer of motorcycles, · 
believes it could happen before that. “Just look at the 
rate the market has been growing at, and there аге no 
reasons for the growth to slow down. I believe that we 
will cross the 10-million mark before 2010," he says. 


Rewing Up In Rural India | 
No one’s more bullish than the players їп the industry. . 
Suzuki Motor Company might be better known in 

India as being the largest carmaker Maruti's parent 


company, but across Europe and America it is better: 


known as a maker of motorcycles and, after divorcing 
its Indian partner Tvs almost four years ago, it is on the 
verge of making a return to the Indian market. *A 
motorcycle is still a very aspirational product; in smaller 
towns and cities when people buy a motorcycle it 
gives them a certain feeling of prestige. And most 
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special 


Sanjiv Bajaj/ Director (Finance)/ Bajaj Auto 


“Rural buyers are extremely aspirational: 
they know the latest trends, but are more 
conscious of price and fuel economy” 


importantly it gives people a sense of freedom, it 
opens up opportunities, which is why people will 








Satya Sheel/ Managing Director/ Suzuki Motor India 


continue to buy motorcycles. The motorcycle is the 


ultimate symbol of an India on the move,” says Satya 


Sheel, Managing Director, Suzuki 
Motor India. 

With swathes of rural India, 
where 70 per cent of the population 
lives, yet to be targeted by mar- 
keters, and the growth of roads in 
the countryside, two-wheeler sales 
are expected to keep growing. 
Besides, with rising incomes and 
youth dominating the demogra- 
phy—by 2011, a quarter of the pop- 
ulation will be in the 15-24 age 
group (according to the 2001 
Census)—everything seems to be in 
favour of two-wheeler manu- 
facturers. “Rural roads will be the 
biggest driver of two-wheeler 
growth,” says Arindam Bhattacharya, 
Director, Boston Consulting Group. 
“There are some 25 million motor- 
cycles on Indian roads. So you can 
work out how under-penetrated the 
market is. A lot of the motorcycles 
on roads today have been sold in 
urban areas, but the bulk of two- 
wheeler sales in the future will come 
from rural areas. In fact, I find it 
surprising that no one has actually 
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Japan Rules 


“A motorcycle is still a very aspirational 
product in small towns and cities. It is the 
ultimate symbol of an India on the move” 


tried to make another ‘Rajdoot’ (a popular rugged 
motorcycle in the 1980s) in India.” 


Rural markets already account for almost a third of 


In scooters, the Japanese sun has 


risen over the son of the soil. 





^" € 
Figures are current matket shares (based on April-November 


2005 sales) 


Source: SIAM 


all motorcycle sales but, according to Munjal, rural users 


account for at least half of all 
motorcycle users, “Many buyers go 
into big towns to buy motorcycles, 
so a company like ours can't treat the 
rural consumer lightly." The prob- 
lem is one of reach. *We're not an 
FMCG company that can reach every 
nook and cranny of the country. 
We're an engineering company. No 
matter how reliable and efficient 
you make a product, it might need 
to go to a workshop and you can't 
possibly establish workshops 
everywhere," says Munjal. Still, 
Hero Honda is developing an 
innovative way around that by 
starting mobile workshops. 


Financing The Rural Buyer 

Although motorcycle manufactur- 
ers and dealers point out that the 
majority of sales (in rural markets) 
are cash purchases, often as part of 
the dowry during weddings, finance 
options for rural buyers of two- 
wheelers are growing. Overall, while 
95 per cent of car deals are financed, 
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only around 60-65 per cent of 
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motorcycle purchases are financed. 
However, unlike cars, motorcycle 
sales have a few problems. “The 
ticket size is quite small, which 
means that interest rates can be 
quite high—in the 16-18 per cent 
range,” explains Sachin 
Khandelwal, General Manager 
(Auto Loans), ICICI Bank. The other 
problem is that even banks like the 
State Bank of India, which has 
6,600 rural and semi-urban 
branches, don’t have the reach or 
resources needed to service rural 
motorcycle loans. “It doesn’t make 
sense to go someplace where only 
one or two people will buy the 
product in a year,” argues 
Khandelwal, “We do reach over 
a thousand cities and small towns, 
but reaching the village level is not 
happening right now.” 

That is why Khandelwal feels 
that the best way for two-wheeler finance in rural areas 
might be via the self-help group and micro-finance 
route. A route that Bajaj Auto is already taking. “We 
have tied up with NABARD (National Bank for 
Agriculture and Rural Development) to help more 
rural consumers buy our products without breaking 
their back in the process,” says Sanjiv Bajaj, Director 
(Finance), Bajaj Auto. But Bajaj also feels that rural buy- 
ers present a dichotomy to manufacturers. “Rural 


growth rate of 17.5% 
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Pawan Munjal/ Managing Director/ Hero Honda Motors 


"Just look at the rate the market has been growing at. 
| believe we will cross the 10-million mark before 2010" 
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Mobility For Millions 


In a poor country like India, a two- 
wheeler will be the first vehicle 
for millions of consumers. 


Projected sales at an annual 


2007 


buyers are extremely aspirational; 
they watch Tv so they know the lat- 
est trends in style and design, but 
they are far more conscious of 
price and fuel economy," he points 
out. Bajaj Auto, which struck gold 
with its entry-level model, the cr100 
knows this aspect well. But as Hero 
Honda's Munjal points out: *The 
entry-level segment is growing, and 
with motorcycles today priced as 
low as Rs 29,000, it will continue 
to grow. But with input costs rising, 
margins are under a lot of pres- 
sure. Reductions can still be made 
in the distribution and marketing 
structure, but I believe that prices of 
motorcycles have gone as low as 
they can possibly go." 

According to players like Munjal 
and others, the meat of the market 
will continue to remain what the 
industry dubs the *executive com- 
muter' segment. Hero Honda, which dominates this 
segment with its Splendor and Passion models, be- 
lieves that the biggest chunk of the market will remain 
in this segment for the foreseeable future. “There is a 
gradual shift of consumers towards higher-powered 
bikes, but most consumers will upgrade towards a 
125cc product, not 150cc and upwards," says Munjal. 

Despite the entry of new players like нм! and Suzuki, 
which is expected to launch its bikes later in 2006, and 
older players like Tvs Motor, Yamaha 
and LML, the motorcycle market is a 
game of two, Hero Honda and Bajaj 
Auto, who together account for 80 
per cent of the domestic market. Add 
Tvs Motor to that club and it controls 
90 per cent of the market. *Do I 
think Hero Honda can hold on to a 
50 per cent market share? Difficult, 
but not impossible," says Munjal. 
His arch rival Bajaj Auto, still 
smarting after being dislodged from its 
numero uno position, is not one to 
give up. At a recent summit, Rajiv 
Bajaj highlighted his single-point 
agenda: to regain top spot. Both 
companies are ramping up their 
capacities to take advantage of the 
coming boom and, of course, to con- 
tinue their cut-throat battle. You can 
be sure, 2006 won't be a dull year 
for the two-wheeler market. 
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GRAPHICS BY PINAKI PAUL 


AUTO TRUCKS 


Trucking On 


With the economy booming, commercial vehicle sales are 
clipping. But unfortunately for giants Tata Motors and 
Ashok Leyland, there’s global competition on their heels. 


F YOU WANT TO SEE 

what impact India’s 

growing economy 

has had on the au- 

tomotive industry, 
don’t look at cars, look 
at trucks instead. While 
passenger car manufac- 
turers were patting 
themselves on the back 
for doubling sales to a 
million units in 10 long 
years, truckmakers qui- 
etly more than doubled 
numbers to 3.18 lakh 
in four years. Big trucks 
did brisk business (sales 
grew 23 per cent last 
year over the previous), 
as did light commercial 
vehicles, or LCVs, which 
account for 40 per cent of the market. Reflecting the 
big-city congestion, sales of small trucks, such as 
quadricycles, surged. More importantly, fleet operators 
are moving away from the one-size-fits-all truck to 
more specialised carriers. “The 15-16 ton truck, which 
constituted the bulk of the market a few years ago, is 
almost extinct. Operators, it seems, are going in for 
much larger vehicles on the highway,” points out 


A Bumpy Ride 


Beast of Burden: Bett 





Arindam Bhattacharya, 
Director, Boston Cons- 
ulting Group (BCG). 

In an economy pro- 
jected to become the 
third-largest globally by 
2035, commercial ve- 
hicle demand will con- 
tinue to be robust. And 
as in the car sector, 
global truck manufac- 
turers are driving into 
the country. 
DaimlerChrysler, MAN 
AG, and International 
Truck & Engine Corp. 
are among those com- 
ing. The latter two have 
tied up with Arun 
Firodia’s Force Motors 
(previously Bajaj 
Tempo) and Mahindra & Mahindra, respectively. 
Their area of focus will be the high-tonnage trucks, 
where demand is expected to explode in the years to 
come. Explains R. Seshasayee, Managing Director, 
Ashok Leyland: “The unit loads are getting larger 
thanks to the burgeoning economy; highway 
development has meant there are roads that can support 
such vehicles and the practice of overloading is gradually 
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Truck sales, historically erratic, have benefited from the recent economic boom. 318,500 
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ending.” By some estimates, the total market for trucks 
could touch 500,000 (light and heavy) units by 2010. 

So far, Tata Motors and Ashok Leyland have 
dominated the medium-to-heavy truck segment, with 
an 89 per cent share (the lion’s share of 65 per cent is 
with Tata Motors). Why, although the entire auto 
sector was opened up to foreign players way back in 
1998? There are several reasons, but mainly two: 
their low-priced and rugged trucks, and an extensive 
sales and service network. That’s one reason why a for- 
eign manufacturer like Volvo has sold just 2,500 trucks 
(each costing upwards of Rs 50 lakh versus Tata’s 
high-end 20-ton range, which starts at Rs 30 lakh) in the 
six years it has been around in India. 

In the years ahead, Tata and Leyland will be lucky Ravi Kant/ Managing Director/ Tata Motors 


if they manage to hold on to their shares. There is a “Daewoo was an important landmark in 


definite shift taking place towards high-tonnage, multi- Y $ 
axle trucks. For example, in 1997, 90 per cent of the company S history, it created 

the market was for two-axle trucks, but last year, Dreakthroughs in several dimensions" 
half of the heavy trucks were multi-axles. Volvo, 

which started this trend that both Indian manufacturers as that of a truck in a more developed nation like 
subsequently took advantage of, has alone sold 270 Germany,” says BCG’s Bhattacharya. 

trucks to three fleet operators in the last six months How can that be when, in Europe, both trucks 
alone. “If you discount labour costs, the cost-per- апа fuel cost more? Here's the painful secret: In India, 
tonne kilometre of a truck in India is virtually the same trucks take three times longer to do the same distance. 
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Part of the reason is the pathetic 
state of our highways, which 
limits the speed at which a truck 


Tata OK 


Despite six years in the country, Volvo's expensive trucks 
haven't made much inroads. 


economy, we feel that the Indian 
market for commercial vehicles 
will grow rapidly.” MAN AG plans 


can travel (according to fleet 
operators, a truck does an 
abysmal 300-400 kilometres a 
day—and that too on major 
highways). The other part is 
India’s toll-gate bureaucracy. It’s 
not unusual for trucks to spend 
hours—sometimes days— 
queued up at the toll points. 
With the result, the average 
truck utilisation in India is about 
40 per cent compared to 75 per 
cent in developed countries, says 
Bhattacharya. “Engines today 
are more fuel efficient, which 
means that utilisation will go 
up,” feels Ravi Kant, Managing 
Director, Tata Motors. 

Foreign truckmakers can do 
little about toll gate problems, but better highways is 
equal to bigger trucks is an arithmetic they understand. 
When M&M signed the agreement with International 
Truck’s parent, Navistar Corporation, CEO Daniel 
Ustian was clear about the potential. “With so many 
infrastructure projects in place, and the need for bigger 
and better trucks to cope with India’s burgeoning 
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R. Seshasayee/ Managing Director/ Ashok Leyland 


“The unit loads are getting bigger thanks 
to the burgeoning economy, but the prac- 
tice of overloading is gradually ending” 
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Figures are market share of medium and heavy commercial vehicles and 
light commercial vehicles in 2004-05 fiscal in per cent 


to do one better. It wants to 
make India a hub for truck ex- 
ports to countries around India 
and Eastern Europe. Its export 
target: 14,000 trucks a year. 


Defending The Turf 

The challenge for Indian 
truckmakers (read: Tata 
Motors and Ashok Leyland) 
is two-fold: Protect their mar- 
ket shares and build capabili- 
ties to tap markets abroad. Of 
the two companies, Tata 
Motors has made greater 
headway in shoring up its own 
capabilities. In 2004, Tata 
acquired for $102 million (Rs 
459 crore then) the bankrupt 
Daewoo Commercial Vehicle Company (DCVC), 
which is Korea’s second-largest heavy truck manu- 
facturer with an annual capacity of 20,000 trucks 
and a market share of 25 per cent. Critically for Tata 
Motors, Daewoo gives it access to high-end en- 
gines and crucial R&D capabilities. And last year, 
Tata bought a 25 per cent stake in Hispano 
Carrocera, a Spanish commercial vehicle manufac- 
turer. “Daewoo was an important landmark in the 
company’s history, it created breakthroughs in sev- 
eral dimensions,” says Kant, who was the head of 
commercial vehicles before he became the MD. 

As for Ashok Leyland, the company has signifi- 
cantly upped its R&D spend to over Rs 80 crore this 
year, augmenting its research staff as well as develop- 
ing new products. Interestingly, the way Ashok Leyland 
is choosing to face the competition is to up the ante in 
the features it offers its customers. It is developing 
trucks with air-conditioned cabins and air-suspen- 
sions. “From being a replaceable ‘thing’, the driver is 
now the pivot for change, which is a shift from pure 
costs to efficiency, a shift which is dictating our prod- 
uct philosophy,” says a company spokesperson. 

Because its fortunes are so closely interlinked to 
those of the economy, the truck business is vulnerable 
to slowdowns. Not too far back—1998-99 to be pre- 
cise—truckmakers were awash in red ink when sales 
plummeted to 130,000 from 221,000 in 1996-97. 
But most truckmakers believe that such a slump is 
unlikely to occur in the industry again. With the 
industry clipping at 21 per cent annually, their confi- 
dence doesn’t seem misplaced. 


Ashok Leyland 
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human being” 
Usman Koli, Satpati, 
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UMESH GOSWAMI 


The $25-Billion Promise 


Low costs and good engineering skills are helping lure auto-parts 
manufacture into India. But China could still spoil the party. 


VER THE LAST SEVEN YEARS, 
one country has been fig- 
uring prominently on the 
list of Deming Prize win- 
ners. It’s not Japan, but 
India. Ever since Sundaram-Clayton 
became the first Indian company 
to win the award in 1998, 11 more 
Indian firms have won it—eight of 
them from the auto ancillary 
industry alone. No wonder, when 
Toyota’s Chairman Okuda Hiroshi 
visited India late last year, he didn’t 
miss pointing out the growing list of 
Deming winners. 

Okuda was only partly right. 
The quality movement among auto- 
part manufacturers is spreading fast, 
but not fast enough. Despite 
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China’s Leap 


Auto component imports from China 
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growing from Rs 10,000 crore in 
1995 to Rs 40,000 crore now in 
revenues, the industry is highly frag- 
mented. There are an estimated 
1,000 manufacturers of various 
auto-parts, and just 480 of them 
are members of industry associa- 
tion ACMA. The typical vendor does 
Rs 50 crore in annual revenues and 
employs just 500 workers. 

Yet, if there's a tremendous 
amount of buzz about the indus- 
try—mostly relating to high-pro- 
file global acquisitions by leading 
vendors—the credit for it is only 
partly deserved. As the largest 
auto-part company Delphi's re- 
cent bankruptcy demonstrates, 
there's unprecedented pressure 
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on suppliers to cut costs. Unable to increase retail 
prices, vehicle manufacturers such as General 
Motors, Ford and DaimlerChrysler (the Big Three) 
have been turning the screws on their suppliers, 
demanding lower and lower prices each year. 
Vendors, on their part, have responded by shifting 
production to low-cost countries like India. The 
smaller suppliers in America and Europe, where 
the automotive industry has been worse hit, have 
simply gone belly up, making easy game for the 
bigger Indian vendors such as Bharat Forge, Sundram 
Fasteners, Sona-Koyo, Tata Automotive Components 
and Mahindra & Mahindra, among others. 

A McKinsey study estimates that Indian suppliers 
could potentially tap $25 billion (Rs 1,12,500 crore) in 
exports alone by 2015. Add another $20 billion (Rs 
90,000 crore) that the consulting firm expects the 
domestic market to fetch by then, India could soon have 
one of the largest auto-parts industries in the world. 
“India has great advantages in labour, raw material sup- 
plies, and engineering skills that make it well-suited to 
the needs of western automakers,” says S. Ramnath, an 
analyst at Mumbai’s SSKI Securities. 


Growing Chasm 

There’s little doubt that Indian vendors will gain, but 
not all. Low cost of manufacture is not a long- 
term advantage and, in fact, neither is low-end 
engineering. Says Hemant Luthra, СЕО, Mahindra 
Systems and Automotive Technologies (МАТ): “If all 





Hemant Luthra/ CEO/ Mahindra Systems & Automotive Technologies 


"Sooner or later someone or the other 
will have a lower cost, and that someone 
is likely to be China" 


Vital Signs 
The industry output could soar in another five years. 
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that we are doing is reverse engineering and du- 
plicating products, we are nothing more than a 
commodities supplier. Sooner or later someone or 
the other will have a lower cost, and that someone 
is likely to be China.” 

Evidently, it is going to be sooner than later. Tata 
Motors, Ashok Leyland and even Tvs Motors have 
begun sourcing components from China. The former 
two are importing steering columns and several man- 
ufacturers are importing pressed steel wheels that are 25 
to 30 per cent cheaper than those made in India. 
ACMA's Executive President Vishnu Mathur says Chinese 
component pricing is a “mystery” and that Chinese sup- 
pliers don’t take rejection costs into account. But as Tata 
Motors’ Managing Director Ravi Kant asks, “If China 
can produce components to the quality we require 
and cheaper, and if that allows me to give my customer 
a slightly better price, what’s wrong in it?” 

ACMA wants India to up import tariffs, pointing out 
that the country’s WTO commitments require it to cap 
duties at 40 per cent, but that India has already cut them 
to 15 and is now planning to drop them further to 10 
per cent. “That can destroy the local industry,” rues 
Mathur. Nobody need doubt what'll happen to small 
vendors, but the bigger suppliers are already moving to 
counter the Chinese threat. The preferred strategy is 
simple: Acquire a European or American vendor that 
brings you the customer relationship, and then transfer 
a significant part of manufacturing to India. Some 
others, like Bharat Forge and Sundram Fasteners, have 
not just done that, but also set up manufacturing 
beachheads in China (as part of a “dual-shore” strategy) 
to take advantage of the “China price”. Says Amit 
Kalyani, Executive Director, Bharat Forge: “The plan 
is to initially service our customers in China, but then 
expand into exports.” 

There are concerns still: A lack of high-end skills for 
electronic components, for instance. But global auto- 
parts giants may bring more such work to India to beat 
price pressures. That means the $25-billion opportunity 
may not be all pie in the sky. And it really shouldn’t 
matter if encashing that cheque are India-based vendors, 
and not Indian vendors. 
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The India Engineering Story 


Long considered a job shop, India is turning out to be an 
engineering centre as well. But there’s a long way to go. 


м Ex 


-——— d 
Not just a warm body: Engineering skills аі Indian subsidiaries are being recognised by parent companies 


HEN THE GERMAN CARMAKER AUDI 
recently invited a few Indian companies 
to showcase their engineering prowess, 
Hemant Luthra dumped his laptop and 
took his Scorpio instead. “I told the 
Audi Chairman that we had developed this car our- 
selves. Not just that, we had done the left-hand drive 
conversion ourselves, and that the car cost just 15,000 
euros,” recalls the CEO of Mahindra Systems and 
Automotive Technologies (MSAT). Needless to say, the 
Audi Chairman was impressed, and so much so that he 
took the utility vehicle out for a spin and upon return 
instructed his engineers to pore over it. “No one is for 
a minute suggesting that we can develop a better vehicle 
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than the Germans or the Japanese just yet, but we 
are getting there,” says Luthra. 

Point taken. Long considered just a job shop (blame 
it on little R&D by local vehicle manufacturers), India is 
getting serious attention for its engineering skills. The 
turning point really was Tata Motors launching a 
made-in-India car, the Indica, for Rs 280 crore in 
1998 (an additional Rs 1,400 crore was spent on the 
plant). Five years later, Mahindra & Mahindra (M&M) 
stunned the world too with its locally-built Scorpio, 
which cost a bare Rs 250 crore to develop—globally, 
developing such a vehicle can cost $2-3 billion (Rs 
9,000-13,500 crore). That was followed by foreign car- 
markers such as Ford and Suzuki Motor tapping the 


engineering talent in their subsidiaries to build cars for 
the Indian market. Most recently, Suzuki’s Swift— 
one of the five cars it plans to launch over the next five 
years—was built with help from MUL engineers. 
Actually, MUL shipped out 25 engineers who camped for 
three years at Suzuki's headquarters in Hamamatsu in 
Japan, working on things like suspension, seats and the 
tailgate. Even Ford Motor is said to have tapped local 
talent for its newly-launched sedan, Fiesta. Says Pawan 
Goenka, President of M&M's automotive business and 
the young engineer M&M poached from General 
Motors (GM) to lead Scorpio's development, “If you go 
to Michigan or Europe, you'd be surprised at the num- 
ber of Indian engineers doing high-level tasks, and 
the good news for us is that they want to return to India 
now,” says Goenka. 

What's true of the carmakers is true of the two- 
wheeler manufacturers too. Bajaj Auto and Tvs Motor 
have significantly improved their design and engi- 
neering skills. While Tvs has built its new motorbikes 
virtually alone after it split with Suzuki, Bajaj too has 
done some spectacular work in product development. 
Its DTSi engine, for example, was built with little help 
from Japanese partner Kawasaki. Says Abraham Joseph, 
the R&D whiz behind some of Bajaj’s new products: 






“The amount of R&D that companies put in will lead to 
better products, which will become a differentiator.” 

Again, it’s not just vehicle manufacturers, but also 
some component vendors who are making the leap to 
product design and development. Take Sona-Koyo, for 
instance. It has developed a new technology in steering 
systems that it intends to patent (the company would- 
n't give details). Similarly, there are other suppliers like 
MSAT and Bharat Forge that are partnering with vehi- 
cle manufacturers to build parts from scratch. Says 
Ravi Kant, Managing Director, Tata Motors: “India is 
already becoming an engineering and design hub, the 
costs over here are half that of the West.” 

Kant should know. The Indica and the Indigo (an 
extended Indica), developed in-house, are brilliant 
examples of what engineering can do. Despite initial 
quality issues, the Indica has gone on to become a 
best-seller in the industry. Now, Tata Motors and 
Tata Technologies, an engineering and design arm of 
the Tatas, are in the process of developing new prod- 
ucts with ground-breaking 3-D design technology instead 
of the plain vanilla CAD that most companies use. 
“Tata Technologies is possibly doing the most path- 
breaking work in auto design and R&D, but they are 
working under a huge veil of secrecy, maybe they are 
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working on the new car,” says a senior executive of an- 
other automotive company. “The new car” is, of 
course, the much-anticipated Rs 1-lakh vehicle from 
Tata Motors that Chairman Ratan Tata has promised 
to deliver by 2008. 

That there’s plenty of cheap, but skilled engineering 
talent to tap isn’t lost on foreign carmakers either. 
GM, DaimlerChrysler, Ford and Honda have set up their 
own engineering centres in India (the first two in 
Bangalore, Ford in Chennai and Honda in Delhi). 
GM’s centre, for example, has two distinct units, with 
one catering to all engineering needs and the other to 
R&D. “We have 75 engineers working on R&D projects, 
some of which are global,” says Rajeev Chaba, GM's 
India boss. According to Tata Technologies, the cost sav- 
ings can be as much as 60 per cent, depending on the 
nature of development work offshored to India. 


This Is Just The Beginning 

The change from being a country of reverse engineer- 
ing experts to a country that develops its own products 
from ground up has started for sure, but everybody 
admits that there's a long way to go. And we aren't talk- 
ing about high-end skills alone. India lacks basic testing 
and prototyping facilities. “Products that are engi- 
neered in India have, therefore, to be sent to Europe, 
North America or Japan for testing at great cost, not to 





Pawan Goenka/ President (Automotive Business)/ M&M 


“| don’t think it’s a question of if styling 
work will happen out of India, but of 
when. Hopefully, NATRIP will spur R&D” 
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Abraham Joseph/ R&D Head/ Bajaj Auto 


“The amount of R&D that companies put 
in will lead to better products, which will 
become a differentiator” 


mention time,” says Krishna Kumar, Director 
(Engineering), Maruti Udyog Ltd (MUL). 

Fortunately for Indian vehicle manufacturers, the 
government has cleared an ambitious National 
Automotive Testing and R&D Infrastructure Project 
(NATRIP) with an outlay of Rs 1,718 crore. NATRIP's six 
centres (in Manesar, Pune, Chennai, Silchar, Rai Bareli 
and Indore) will include a wind tunnel, thermody- 
namic testing (for engine testing), crash-test facilities and 
an advanced test-track spread over 4,000 acres in 
Indore. Says M&M's Goenka: *Hopefully, NATRIP will 
give Indian companies the spur to do even more R&D." 
Adds MUL’s Managing Director, Jagdish Khattar, only 
half in jest. *Companies in China and Thailand are 
keeping a close eye on this project because it will give 
India a leg up on them." Besides, India can compete with 
foreign countries to grab a piece of the lucrative 
automotive testing and homologation business. 

Another area where India has to work on is in 
automotive styling. Sure, the Indica and the Scorpio 
were developed locally, but it took Italy’s IDEA Institute 
to design the cars. Tata Motors has once again taken 
the lead here. It already has design centres of its 
own in Korea, Spain and the UK, besides India, thanks 
to its acquisition of Daewoo Commercial Vehicle 
Company and Spain's Hispano Carrocera. Eicher 
Motors, too, acquired Design Intent, a Detroit-based 
engineering company, mid-last year. Says M&M's 
Goenka: “I don't think it's a question of if styling work 
will happen out of India, but of when." NATRIP is 
slated for completion in 2010. So, the when may 
happen sooner than most think. 8 
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+ FDI inflows ikl i increase 
ш Spurt in public and private ihid 
expected 


m Sensex unlikely to see a 40 per cent 
. growth like last year 
. 4 Fear of inflationary pressures because d 
the rise in US interest 

`w Consumption-led growth could i increase 
credit risks for banks 
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< m Elections in key states could hinder reform 
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Looking Ahead 


The economy has begun the year on a strong note 
and is likely to maintain its growth momentum. 


a robust state of health. The 

economy is rocking. The coun- 
try is expected to clock a growth 
rate of 7.5-8 per cent during 2005- 
06; global investment firm Credit 
Suisse First Boston is even more 
bullish; it expects the figure to 
touch 8.5 per cent. The industrial 
and the services sectors are pro- 
viding the momentum, and given 
their healthy growth in the last 
couple of years, such a clip seems 
sustainable. “The economy is on an 
upward incline that is likely to last 
for the next two-to-three years,” 
says economist D.K. Srivastava, 
Director, Madras School of 
Economics. The reason for such 
optimism: the savings rate is likely 
to rise from its current level of 
28.5 per cent to 30 per cent over 
the next three years; there is little 
pressure on interest rates and 
inflation; the investment climate 
remains favourable; consumer and 
business confidence remain at all- 
time highs, and oil prices are un- 
likely to breach the $70 (Rs 3,150) 
a barrel mark they had touched 
last year. 

Surjit Bhalla, Managing 
Director, Oxus Research and 
Investments, believes that India is 


[r ENTERED THE NEW YEAR IN 


already clocking 8 per cent growth 
without any additional reforms. 
“The real challenge is to take this 
growth figure to double digits,” 
he adds. But for that to happen, the 
government will have to resolve 
infrastructure bottlenecks, lift the 
sectoral caps on foreign invest- 
ments in various sectors, push 
ahead with labour reforms and 
take steps towards the creation of 

a common Indian market. 
Saumitra Chaudhury, Member, 
Prime Minister’s Economic 
Advisory Council, maintains that 
the economy will continue on the 
7.5-8 per cent growth curve in 
2006 “barring some unforeseen 
and drastic problems”. Yet, there 
are areas of concerns. A recent 
Morgan Stanley report points out 
that the widening current account 
deficit (nearly $6.2 billion or Rs 
27,900 crore till December), the 
creation of an asset bubble and ris- 
ing Fed rates in the us could offset 
the potential positive impact of a 
pick-up in the investment cycle. 
But experts feel the economy has 
sufficient resilience to withstand 
these shocks. Conclusion: it should 
be business as usual this year, unless 
the global situation turns adverse. 
ASHISH GUPTA 





Against The Tide 


The country’s export growth slowed in November. Is this an aberration or a trend? 


against the general run of play. 
For the first time in 44 months, 
India’s merchandise exports con- 
tracted in November, compared to 
the corresponding month last year. 
The sharp drop—to $6.2 billion 


I: A SETBACK THAT COMES 
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(Rs 27,900 crore) or 11.4 per cent 
less than in November 2004— was 
attributed to a decline in the ex- 
ports of engineering goods, textiles 
and gems and jewellery. 

Rafeeq Ahmed, former Presi- 
dent of the Federation of Indian 


Exporters, feels falling demand in 
Europe, which is facing a substantial 
unemployment problem, meant 
there were fewer takers for lifestyle 
products such as leather garments 
and branded garments there. 

But the moot question still 
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November blues: A passing phase? 


remains: why did exports suddenly 
dip in November after growing 16 
per cent to $57 billion (Rs 
2,56,500) crore in the first seven 
months of the current fiscal? 
Engineering exports, which were 
down $150 million (Rs 675 crore) 
from a year earlier, fell primarily be- 
cause a steep fall in global steel 
prices resulted in lower realisa- 
tions; and gems and jewellery ex- 
ports fell $300 million (Rs 1,350 
crore) following the government’s 
crackdown on “round tripping” 
(companies were exporting im- 
ported gems without making any 
value addition and enjoying 15 per 
cent duty benefits). And exports 
of man-made fibres were affected 
by the uncompetitively high prices 
of raw materials. 

However, what is of greater 
concern to the Indian trading com- 
munity is a recent notification by the 
government, making it mandatory 


for all companies with a turnover of 


Rs 1,000 crore to pay income tax 
on all refunds made by it under the 
Duty Entitlement Pass Book Scheme 
with retrospective effect. This, says 
O.P. Garg, President, FIEO, will af- 
fect exporters of engineering, agro, 
leather and marine products. But 
both commerce ministry officials 
and foreign trade experts are unan- 
imous that the November figures 
are an aberration and were due to 
sectoral factors and do not signal the 
birth of a new trend. m 

ASHISH GUPTA 
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Tigers In Our Living Room 
What the FTA with ASEAN means for India’s future. 


EGIONAL FREE TRADE 

agreements (FTAs) con- 

tinue to find favour with 
the Indian government. On the 
anvil is the biggest of them all: 
India’s accession to the 10-mem- 
ber Association of South East 
Asian Nations (ASEAN). No 
wonder, India Inc. seems para- 
noid, though full membership 
will come only in 2011. Hence, 
the first sensitive list, compris- 
ing goods that will be spared 
any duty cuts, presented to 
ASEAN had 1,400 items in it. 
This was rejected and the gov- 
ernment has been given time 
till June 2006 to prepare a sec- 
ond, shorter list. 

Several sectors—like auto 
components, telecom hardware, 
refrigerators, colour television 
and textiles, among others— 
are lobbying strongly to be in- 
cluded on this new list. The 
auto-components industry is al- 
ready feeling the heat from the 





POSITIVES 


m It opens up a huge market for 
Indian products 

m Consumers will benefit from low 
prices of imported products 

m Ensures better bargaining power at 
multilateral fora 

m Helps make Indian industries more 
competitive 


m Could hurt the auto and auto-ancil 
lary industries in the short term 

m Textiles and the food processing 
industry can come under pressure 


FTA with Thailand, which has the biggest auto-components man- 
ufacturing base in Asia (apart from Japan). That country is only 
three days by sea from Chennai, one of the country's auto hubs. 
The fear: with all duties scrapped by March 2006, international 
carmakers may find it cheaper to source components from 
Thailand rather than India. And the textiles and food processing 
industries are running scared of cheap imports from Malaysia, 


Indonesia and Philippines. 


"Some industries may be hit in the short term," says Nagesh 
Kumar, Director-General, Research and Information System for 
Developing Countries, a think tank under the Commerce Ministry, 
adding: “But the long-term impact will be beneficial.” He also 
points out that the auto components industry is now globally com- 
petitive; so far from being threatened, the FTA might actually open 
up huge opportunities for it. Recent history seems to support this 
argument. Every step towards opening up the Indian market in the 
past has been met with howls of protest from special interest 
groups, but Indian industry has responded by ramping up effi- 
ciency and capacities every time. The government is obviously hop- 
ing that this trend will replicate itself this time as well. 


ASHISH GUPTA 
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About Vijay Govindarajan: 


Professor of International Business at 
the Tuck School of Business, Partmonth 
(rated as the No.1 business school by 
Wall Street Journal) 


* One of the only 4 Indians in the list of the 


top 50 management gurus. 


* Forbes rates him as one of the Top Five 
Most Respected Executive Coach on 


Strategy 


* Founding director of Tuck's Center for 


Global Leadership. 


• Inspired CEOs and top management 
teams of global leaders such as 
Avaya, Bausch & Lomb, Colgate, 
Hoechst, Honda, LVMH, MckKinsey, 
MetLife, Motorola, The Home Depot, 
Thomas Cook, UBS, to name a few. 
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DIVERSI 
Franklin India Prima Fund-Growth 54.74 


T'S А BAD TIME TO PROFFER 
advice. There’s enough of 
it in the air already: fitness 
gurus who seem to take a 
great amount of pleasure in 
explaining just why new- 
year-keep-fit resolutions 
won't work (and then go on to de- 
scribe just what will); fashion pun- 
dits doing the usual in-and-out lists; 
and sundry others offering coun- 
sel on what one should eat/ 
wear/play/listen to/read/and the like. 
This writer is loath to add to that list 
but do that she must. Not just to be- 
gin the New Year by bringing herself 
to the editor's notice, but to ensure 
that you, Dear Reader, do not 
make the mistake most others do at 
this time of the year. That would be 
to simply say, *Ah, the financial 
year begins on April 1 and let me 
worry about getting serious about 





FIED FUNDS 


Reliance Growth-Growth 


SBI Magnum Sector Umbrella-Contra-Growth 


Reliance Vision-Growth 





HDFC Equity Fund-Growth 42.29 


Compounded annualised returns in percentage for 2001-05 


investments then.” February 2005, 
after all, was a great time to enter 
the stockmarket. The sweetener: 
much of what you read here will be 
simple and practical. First, there- 
fore, rather than simply listing the 
avenues where you can invest, let’s 
look at how you can handle your fi- 
nances as a whole. 

In 2006, let your first personal 
finance resolution be to make a 
financial plan. Sit down and take 
stock of what financial events (ac- 
tually, most events turn out to have 
a financial impact once you get 
down to the details) are likely to 
come up this year, and then divide 
them into major inflows and out- 
flows. Your inflows could be a fixed 
deposit or Moneyback policy ma- 
turing, while outflows could be 
house renovation, even a luxury 
cruise. Next, try and match these 
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two columns. Now, as financial 
planner Gaurav Mashruwala says, if 
you have a surplus, it’s time to de- 
velop a good investment strategy. 
And if there’s a shortfall, it’s time to 
make a good redemption plan. 

Your investment strategy is, of 
course, the crux of what we will be 
talking about here but that does 
not mean you can take it easy with 
redemptions. This usually takes 
the form of selling equity, gold 
or real estate but your plan should 
always take into account charges 
like exit load, brokerages, capital 
gains and the like. 

Now, let’s look at the ever-in- 
teresting (and increasingly complex) 
question of investments. First, 
there’s no easy, single answer that 
can take care of your investments 
and safely make you a millionaire in 
one shot. The whole question is 
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If you can't stomach risk, stick to assured return investments—PPF 
RBI bonds or NSCs still make sense at about 8 per cent returns 


complicated by what 
kind of person you are, 
what responsibilities 
you have, and what 
your personal goals are. 
Always, and we can't 
repeat this often 
enough, always, invest 
according to your risk 
appetite and your goals. 
Is your goal a short- 
term one like buying 
that fancy car? Or is it 
long-term like funding 
your daughter's education in the 
us? Each goal requires a different in- 
vestment. So, as Mashruwala says, if 
your time-frame is less than three 
years, go for debt products; if it is 
between seven and nine years, go 
for equity; and if it's in-between, 
choose a combination of the two. 
A point that bears repetition is 
that equity is not for laypeople. If 
you do not have time or the per- 
sonal expertise, do not touch equity 
directly—simply stick to mutual 
funds. And we mean personal 
expertise; the expertise of your 
clever brother-in-law does not 
count. Mutual funds are by far the 
smarter route into equity for the 
average person. And in equity funds, 
stick to diversified schemes and 
here, preferably, the flagship scheme 
of a fund house. Check that the 
scheme has a track record of six- 
seven years, which means it ought to 
have come through both the soft- 
ware crash and the current rally 
with a performance better than its 
peers. Don't just buy a scheme that's 
outperforming all else in this bull 
market. And for 2006, temper your 
expectations (in terms of returns). 
Although the market has yielded 
high returns this last year, targeting 
about 15 per cent from equity for 
the coming year would be safe. 
And, of course, the good old rules 
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remain: equity-linked savings 
schemes (ELSS) offer tax breaks 
(Section 80C) with good returns; 
and the best way to enter mutual 
funds is through monthly income 
plans—where you can invest a min- 
imal sum regularly and make the 
most of rupee cost averaging. 

As for equity, battered mid-cap 
pharma stocks look interesting, and 
small-cap pharma stocks could do so 
in about a year. Stocks in sectors 
such as auto, auto ancillaries, con- 
struction and capital goods con- 
tinue to look good while those in 
media, retail, fast moving consumer 
goods, hotels and telecom will re- 
main growth-driven but expensive. 
Says capital market consultant Uma 
Shashikant: *If (government) policy 
turns positive, banking and PSU 
stocks could get more attention. " 

However, if you can't stomach 
risk, stick to debt. For those in the 
lower tax bracket, the best bets 
continue to be the Public Provident 
Fund, nbi Bonds, National Savings 
Certificates, and Kisan Vikas Patras 
(about 8 per cent returns). 
However, avoid RBI Bonds if you 
come into the 30 per cent tax 
bracket—returns are taxable and 
whittle down to 5.6 per cent with 
a six-year lock-in. A better bet 
would be debt funds, preferably 
floating rate funds whose returns 


are better than those of 
liquid funds, although the 
latter are the safest. 
Gold, of course, is 
making headlines, having 
broken many previous 
highs in the last few 
weeks. Climbing mainly 
_ on predictions about the 
2 dollar’s depreciation, gold 
: prices in India have risen 
= 25 per cent in the past 12 
= months. However, as 
Shashikant says: “If the 
dollar depreciation does happen, it 
would be so much more attractive 
for the Us to invest in markets like 
India. Therefore, stock markets 
could end up moving faster." 

Let gold be a part of your 
portfolio, say 10 per cent, but more 
for its stability value than for 
appreciation. As an investment, it's 
a very long-term buy, although it is 
very very liquid. Important: buy 
gold as coins or bars from banks. 
Gold as jewellery is not so much an 
investment as an emotionally 
charged, illiquid asset. 

Then there's real estate. Prices 
have zoomed, with investors making 
as much as 30-35 per cent in just 
two years. Still, it remains largely a 
domain for the high net worth in- 
dividual (нм). And it's highly illiq- 
uid—can you afford to lock in your 
money so tight? 

Real estate investment funds will 
soon become fairly common, and 
fund managers are optimistic. “We 
are targeting 20-25 per cent returns," 
says Kishore Gotety, Director 
(Investment), ICICI Ventures, while 
HDFC Realty Fund promises a mini- 
mum of 15-16 per cent over a seven- 
year period. Those who can invest 
can look forward to another great 
year. Have fun, make money. 

ADDITIONAL REPORTING BY ANAND 
ADHIKARI AND RAHUL SACHITANAND 
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NEWS ROUND-UP 


Talk Gets Cheaper 


THERE HAS BEEN A LOT OF NOISE ABOUT THE ONEINDIA SCHEME, 
with Reliance Infocomm first off the blocks with its 
Onelndia rates. What Reliance has done—uniform 
rates for STD (read: domestic long distance telephony) 
and local calls—is what every telco in the country was 
expected to do after Telecom Minister Dayanidhi Maran's 
grand announcement of the Onelndia plan last year. 
What has happened so far is that multiple STD slabs 
(50-200 km, 200-500 km and over 500 km) have been 
replaced by two slabs—inter-circle and intra-circle. 
When asked when Onelndia tariffs will be launched, 
Maran comes back with a quick: "They are here." 

Still, STD rates have steadily dipped since mid-2005 and 
there's further good news—with the announcement of a 


sharp cut in annual licence fees for STD operators to 6 | 


Cut-throat Rates: STD goes cheaper 


per cent (from 15 per cent) and of the entry fee to Rs 2.5 
crore (from Rs 100 crore), STD rates are likely to fall fur- 
ther. Also, telcos like Hutch, Idea and Spice Telecom can 
now kick-start their own STD operations, not to mention 
various small entrepreneurs who could launch their 
own calling cards under the new regime. 
Post-paid rates today vary from about Re 1 per minute 
for STD and local (Reliance’s Rs 574 plan) to about Rs 
0.60 (local) and Rs 2.64 (STD) for Hutch’s Rs 298 plan. 
However, it’s the pre-paid customer (over 70 per cent of 
subscribers fall under this category), who continues to pay 
more. For a Reliance Rs 330 plan, they effectively pay 
Rs 3.96 per minute local and Rs 2.49 for STD, while a 
Hutch Rs 335-plan user pays Rs 3.83 and Rs 2.64, re- 
spectively. Competition could change that. 
KUMARKAUSHALAM 
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RAMEN SARKAR 


Clause And Effect 


SEBI'S REFUSAL TO EXTEND THE DEADLINE FOR CLAUSE 49 
was a nice New Year gift to investors. What 
caused so much corporate heartburn was basically 
the diktat that 50 per cent of a company's board 
should be composed of independent directors. 
One excuse proffered by companies was the 
alleged unavailability of enough professionals. 
That's a myth that Prime Database demolishes, 
pointing out that over 12,500 professionals have 
enrolled on www.primedirectors.com. But 
experience shows that managements invariably ap- 
point "friendly" directors. "Independent directors are 
definitely a source of comfort for shareholders " 
says Rajesh Mokashi, Executive Director, Care 
Ratings. Still, while well- 
E — intentioned, the clause can 
Em IM. only do so much. 
| Individual in- 
` tegrity is vital in 
keeping board- 
rooms clean. 
ANAND ADHIKARI 






Is The Biotech Story Over? 


NO WAY, BUT WATCH WHAT YOU BUY. AS CYNTHIA ROBBINS-ROTH 
writes in From Alchemy to IPO: “The biotech world will 
never be an easy place for investors.” Analysts confirm that 
biotech is typically a long-term play. As an investor, always 
look at scrips with a two-to-three year horizon. Among » 
the half-dozen Indian stocks available in the sector (in- 
cluding Biocon, Wockhardt and Panacea) most are only 
two-three years old. The area that looks really prom-  - 
ising now is vaccines, with Indian and multina- 
tional companies (take Panacea Biotec or 
GlaxoSmithKline) eyeing the segment. Vaccines are 
more realistic and deliverable than other high-pro- 
file molecules, say analysts, pointing out that 60 
per cent of Panacea's revenues come 
from them. Says Sarath Naru, MD, APIDC 
Venture Capital: "Although a biotech 
company reaching the IPO stage would 
have acquired more maturity and mit- 
igated risks, you must look at its track 
record." Note: Make sure you know a 
real biotech company from a 
pretender. There are quite a few fly- 
by-night firms masquerading as 
biotech companies with nothing 
more than appropriate names 
behind them. 

E. KUMAR SHARMA 






















PRESENTING THE ICICI BANK GOLF CREDIT CARD. 
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can come between you and a great game of golf 


ICICI Bank Golf Credit Card features: * Book tickets for international PGA tournaments 
* Get access to 160 golf courses in India * Go on vacations at international golf resorts 
* Make bookings for teeing time abroad * Enjoy premier events like golf clinics hosted by FF 


* Avail discounts on green fees & golf accessories. To apply, SMS 'GOLF «YOUR CITY>' at 676766. 
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REALTY WATCH 


What Makes Rajarhat So Hot? 


“IF YOU HAVE A PLOT AT RAJARHAT, LET ME KNOW 
FIRST," is the opening comment from Pradeep 
Surekha, MD, Surekha Group. And he's not the 
only person itching to get his hands on the literal 
pot of gold that is Rajarhat today. Located on the 
eastern fringes of Kolkata, this area is a Mecca for 
realty investors. Prices are soaring: land that cost 
Rs 1 lakh per cottah in the late nineties is now sell- 
ing for Rs 8 lakh per cottah (720 sq ft). Even agri- 
cultural land, once Rs 20,000-30,000 per cottah 
now costs over Rs 1.5 lakh. 

What's the magic? Rajarhat is expected to be 
better organised than Salt Lake, Kolkata's other 
planned township. It's also expected to have a 


higher population than Salt Lake. With hotels, ' 


banks, and companies coming up, Rajarhat is 
set to be a better commercial centre too. "Academic 
institutes like Delhi Public School have already set 
up base here. And in housing, there's a good mix 
of small, large and lifestyle projects," says Surekha. 
Adding to the potential is Rajarhat's proximity to the 
airport. Should you invest? Definitely. Sajal K. 
Das, owner of Prayukti Online, bought 10 cottahs 
here in 1995 for Rs 2.5 lakh. He has just sold half 
the land for around Rs 8 lakh, netting a neat 
profit to fund his home on the remaining land. Or 
you could invest in a service apartment, the new 
fad. Bengal Peerless Housing Development 
Company is, in fact, reserving part of its projects in 
the new township for these. 

According to K S Bagchi, MD, Bengal Peerless, 
‘lifestyle’ or luxury projects are also drawing investors. 
Bagchi's company is developing Axis, among the 
swankest projects in the area, where Mahesh 
Bhupathy's Globosport is putting up a roof-top 
tennis academy. With such marquee names, land 
prices look set to zoom up further. Buy now. 

RITWIK MUKHERJEE 
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Identity Crisis 

N AFTER MUCH INDECISION, THE SECURITIES AND 
Exchange Board of India (SEBI) has 
decided to re-introduce the unique 
identification number (UIN) drive under 
Mapin, the Market Participant and 
Investor Database scheme. The Yes Bank 
scam (where one investor applied for 
; the IPO under 6,315 different names 

5% to secure more shares) was the obvi- 
пае ous catalyst. An UIN (replate with a 

I thumb-print) will now be mandatory for 
all investors handling trades of over Rs 5 lakh, while for lesser 
transactions, investors can give PAN numbers. “The Rs 5 lakh 
limit will be reduced progressively," says SEBI. The promoters and 
directors of companies have to compulsorily apply for a UIN, but 
mutual fund investors are exempt. 


Extra Cover 


AS MOST PEOPLE IN THE WORLD OF HIGH FINANCE KNOW, INDIANS CONFUSE 
insurance with investment. This made unit-linked insurance 
policies (ULIPs), which work quite like mutual funds, all the rage. 
Now, new guidelines have put paid to that. A five-year lock-in, 
mandatory disclosures, a guaranteed sum assured, and assign- 
ing 25 per cent of premium towards insurance has made ULIPs 
less attractive but vastly safer. Go ahead and buy ULIPs but first 
understand what goes towards cover, how much is invested, and 
where. After all, the first function of insurance is asset protection. 

AMANPREET SINGH 
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ANAND ADHIKARI 


Interested In Saving 
| ; E35 DO YOU INVARIABLY HAVE A TIDY SUM 
i М languishing in a savings bank (SB) 
jÎ account? If yes, the home-saver 
option offered by banks like ICICI 
and HSBC might work for you. 
When you take a home loan, you 
also open an SB account with the 
bank. Thereafter, interest is calcu- 
lated on the principal outstanding 
minus any amount in your account, 
thus reducing your interest burden 
a fair bit. However, your SB 
account does not earn any interest. Says Nicholas Winsor, 
Head, Personal Financial Services, HSBC: "It's a good way of 
deploying excess cash vis-à-vis eaming an SB rate of interest.” 
The option won't work, though, for an active investor who can 
use something like a sweep-in account to earn much more. 
MAHESH NAYAK 
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| TOP 5 DIVERSIFIED FUNDS 


HDFC Equity | ne 
- Birla India Opportunities Fund - Growth —— — &— 


г HDFC Тор 200 - Growth _ 


< Kotak Opportunities Fund - Growth —— _ 


_ ING Wsya Select Stocks Fund - Growth 


| TOP 5 ELSS FUNOS | 


.INGVysyaTaxSavingFund-Grwh — 2071 1454. 
. SundaramTaxSaver97 — — — 2601 — 1375. 


“Sundaram Taxsaver98 5024. 


“Franklin India Taxshield 9958.49 1272 


, LIC MF FRF - MIP- Plan A 
‚ Prudential ICICI Income Multiplier Fund - Cumulative 1249 — 33 
. HDFC Multiple Yield Fund - Growth — &— — 

TI - MIS - Advantage Fund - Growth —— 


| TOP 5 INDEX FUNDS 


Index Fund - Nifty Plan - Option A 
г Prudential ICICI Index Fund 


LIC MF Floating Rate Fund - ST- Growth — 10.94 (Dec 31) | E 
Can FRF - ST - Growth 048 143. 
hola Short Term -FRF-Cummulative 10.22 (Dec 31) 1.42 

. JM Floater Fund - STP - Growth. 11.3 (Dec 31) 
АЛ Floating Rate Fund - STP - Growth 11.27(Dec 31) 


Tata Income Fund - Growth — — — A 
‚ Franklin India International Fund 10.13 (Dec 29) 3.62. 
Benchmark Derivative Fund - Growth — 1,056.68 (Dec 28) 152- 
JM Equity & Derivative Fund - Growth 10.52 148. 
Prudential ICICI Blended Plan - Option B - IP-Growth 10.27 _ 

NAVs as on Dec 30, 2005; absolute returns percentage for the quarter Oct-Dec 2005 
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THE BIG 5 CORPUS 

| “SEP-05 0۷-05 
UTI Mutual Fund. Lc 25 228.24 LIC Mutual Fund 3,759.71 489916 52019 5,260.95 3993 
Prudential ICICI Mutual Fund 22,040.09 DSP Merrill Lynch Mutual Fund _ 6,315.02 6,983.77 809076 864298 36.86. 
Franklin Templeton Investments 17,973.99 Canbank Mutual Fund 1,877.73 198072 2,017.85 216339 1521 
HDFC Mutual Fund 17,613.36 Morgan Stanley Mutual Fund — 208255 190076 218084 22892 992 
Reliance Mutual Fund 15,237.72 Escorts Mutual Fund 135.28 13200 140.85 14717 8.79 


Assets under management in Rs crore as of Dec 2005 


investments in tax-savings schemes in, there has been a 
spate of new fund offers in the ELss (equity linked 
savings scheme) category. The category as a whole 
returned 7.97 per cent, but top performing funds like 
Sundaram Taxsaver and ING Vysya Tax Savings Fund 
registered returns of around 15 per cent. 

The average returns for liquid funds stood at 1.30 
per cent, with LICMF Liquid Fund topping the rankings 
with returns of 1.51 per cent. The fund has an expense 
ratio of 0.49 per cent, which is on the lower side 
against the category average of 0.53 per cent. Sundaram 
Money Fund-Super iP was the best performing scheme 
on RAR basis for the quarter. 

LIC G-Sec Fund emerged at the top of the table in 
the gilt category, with returns of 1.79 per cent whereas 
the category average stood at 1.28 per cent. The 
category failed to generate good returns due to the lack- 
lustre performance of the debt markets this quarter. 

The average return of monthly income plan schemes 
was 1.64 per cent for the quarter. HDFC MIP topped the 
category both in terms of absolute returns and RAR 
scores, with quarterly returns of 3.74 per cent. Overall, 
investing in debt funds has not proved beneficial for 
investors and all categories in the debt segment have 
generated below average returns in the quarter. 

The category average returns for income plans 
stands at a dismal 0.90 per cent but topper Tata 
Income Fund was the only silver lining in the cloud, de- 
livering returns of 7.77 per cent. The benchmark Crisil 
Composite Bond Fund Index registered returns of 
0.52 per cent in the same period. 

In the sector fund category, Infotech was the 
favoured flavour; the top five sector funds for the 
quarter are all infotech funds, with set Magnum Sector 
Umbrella-Infotech leading the pack with returns of 
20.57 per cent. FMCG (fast moving consumer goods) 
funds performed well with an average return of 7.42 per 
cent. Pharma funds also performed pretty well, regis- 
tering returns of around 10 per cent and 581 Magnum- 
Pharma topped the rankings with 14.54 per cent re- 
turns. Banking funds were the only dampener as the 
category delivered negative returns of 3.98 per cent. 

The Indian equity market has delivered phenomenal 
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Strong Show 
Diversified Funds* BAB 
SEP Nifty HATE NT 9.04 
BSE Sensex Уза LSet) 8.84 


Absolute returns % for the quarter Oct-Dec 2005 
* Average returns of diversified funds over the period 


Sector Funds 





Average absolute returns % for Oct-Dec 2005 


returns in the recent past and mutual funds have been 
outperforming every other investment category in 
terms of returns. 

The market looks set to expand further in the com- 
ing year, but the important question to ask is whether it 
has enough steam left to make the coming year as 
good as 2005 was. We'd recommend caution. Investors 
should enter the markets in a staggered manner through 
the 51Р route with a long-term investment horizon. 

P.S: Returns are absolute per cent returns for the 
quarter, and RARs have been calculated taking one- 
year weekly rolling return and a Rf (risk free rate) 
of 5.5 per cent. 


ASV 1NOHS 








Reap bigger benefits 
with better interest rates 


from NABARD 















NABARD Capital Gains Bond is now all the more attractive. Interest rates on 
NABARD CGB Issue floated under Section 54(EC) of the IT Act" have been raised to: 






NABARD 


BOND 
> y " 5.5% р.а. for 5 years on Annual Option (with 3 years Put / Call Option) = 5.696 p.a. 
Issue Open and on Tap for 7 years on Annual Option (with 5 years Put / Call Option). fate of interest we 22.8.2005 


s Redemption without surrendering of Bond Certificate а No TDS on interest, except for NRIs 
(subject to change as per the IT rules) а Electronic Clearing System facility available а Easy issuance of 
Bonds a Demat Facility available on fresh applications а Half yearly, yearly and cumulative interest 
options available = Personalised customer service a Wide network & service centres across the country 
» Applications also accepted at select branches of UTI Bank Limited and Bank of Rajasthan 


a The Bonds are on private placement basis 
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National Bank for Agriculture 
and Rural Development 


In the service of rural India for 23 years 








LINTERLAND/NABARD-CGB/NOVOS/10 


| This is issued as a matter of announcement and should not be construed as an invitation to subscribe 10 the issue. For details, memorandum of information may be referred to. 


H.0.: Plot No. C-24, G Block, Bandra-Kurla Complex, Bandra (E), Mumbai 400 051. H.O.- Mumbai: Tel: 022-2653 9060, 022-2653 9468, 022-2653 9072. Mobile: 98213 19660 / 
98201 98339 / 98200 35970. Regional Offices (West) - Ahmedabad 94267 20534 | Panjim 98230 55740 | Pune 98509 86610.* (East): Agartala 224 125 | Aizwal 234 0815 | 
Bhubaneshwar 94370 67818 | Dimapur 227 040 | Gangtok 223 015 | Guwahati 98640 79921 | Imphal 231 2191 | Itanagar 221 5967 | Kolkata 94341 13460 | Patna 98352 87372 | 
Ranchi 94311 29562 | Shillong 222 7463. * (North); New Delhi 98106 77546 | Bhopal 98931 20608 | Chandigarh 98726 63548 | Dehradun 94123 81131 | Jaipur 98281 14400 | 
Jammu 94191 01898 | Lucknow 98390 75491 | Raipur 98931 37550 | Shimla 262 4380, • (South): Chennai 94440 08427 | Hyderabad 98660 12835 | Thiruvananthapuram 232 5725 | 
Bangalore 94484 97000. For details, visit NABARD's website at www.nabard.org 
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Hydra-headed 
Scamster 


Why IPOs are bad news once again. 





HE YES BANK IPO SHARE ALLOTMENT ISSUE HAS AGAIN 
i сезе that it requires just one individual to 
play havoc in the market. In what now has the makings 
of a huge scam, the fate of the small investor still 
remains uncertain. SEBI's (Securities and Exchange 
Board of India) decision to revive the Unique 
Identification Number (UIN) with fingerprinting is 
possibly the best move towards correction but a lot 
remains to be done. For one, the UIN (or PAN) should 
be made mandatory not only in all primary and 
secondary market transactions but also for bank 
accounts, property registrations, and any other high- 
value transaction. As Prithvi Haldea, Managing 
Director, Prime Database, says: "The only logical 
solution to these problems is the creation of a unique 
ID for every investor." 

In the Yes Bank IPO, Roopalben Panchal applied for 
shares under 6,315 different names from the same 
address to ensure more share allotments. More 
surprising than the scam is why regulators did not sniff 
it out earlier—it's so obviously the thing unscrupulous 
operators would do. In fact, a SEBI order passed just 
after the scam broke says: "SEBI has been receiving 
information regarding alleged abuse of the IPO 
allotment process." SEBI admits it is reprehensible that 
it should have happened at the cost of genuine 
investors. Says Haldea: "The Know Your Client concept 
is not foolproof." Invariably, even in earlier scams 
like the Harshad Mehta one, the common factor has 
been the collusion with banks. Says a capital market 
analyst: "Banks should not handle activities related to 
the capital market, or function as brokers and 
depository participants." 

KRISHNA GOPALAN 
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Value-picker's Corner 


BSE closing Monthly closing market 
prices (in Rs) n1 s on BSE 2255.76 
Aug. '05 





50.05 
Mar. '05 


51.75 
Oct. '05 


Oct. '05 


INDUSIND BANK; PRICE: Rs 56 





IN A WILDLY BULLISH YEAR, THE HINDUJA-OWNED INDUSIND BANK 
grossly underperformed. Now, capitalising on its merger with 
Ashok Leyland Finance , it looks set to take off. It has capital 
funds of Rs 1,200 crore, net worth of Rs 830 crore and in 
the quarter ended September ‘05, deposits and advances 
grew 31.6 per cent and 34.8 per cent, respectively. With 
a Price-Equity multiple of 9 (peer P-E of about 20), the 
sweetener is IndusInd's vulnerability to a takeover (al- 
ways of benefit to investors). That makes the bank a 
good long-term buy. One-year target: about Rs 85. 

ANAND ADHIKARI 


Trend-spotting 






The Corpus Drain dod 
Sahara Midca 2 j 
cond Ж 78.86 
Principal Dividend 386.5 .396 
Yield Fund-Growth 
UTI Growth & Va 299.07 М 
Fund- Growth aad 
Kotak 28.66 
India- : s ] 
IW Jan. 2005 Ш Мох. 2005 AUM figures in Rs crore Source: ICRA Online 


IN THE YEAR OF THE BULL, MONEY WOULD HAVE POURED INTO EQUITY 
funds, right? Wrong. Money moved out. What came in was 
mostly into new funds. One reason: investors still imagine 
that NAV (net asset value) functions like share price. Says 
Sandesh Kirkire, CEO, Kotak Mahindra Mutual Fund: 
“Investors think a scheme with NAV of Rs 15 per unit is 
cheaper than one at Rs 50.” Therefore, the rush to exit. 
Then, investors are comfortable buying units at face value. 
Of course, money could also be moving out because peo- 
ple are busy booking profits at the peak of the market. ш 

KRISHNA GOPALAN 
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Jobs Today | 


BECKONING CAREERS 


Jobs, Jobs Everywhere 


The good news is that the economy is poised on the threshold of a job explosion. 
The better news is that salaries will rise handsomely across the board. And the 


best news: there’s no bad news to offset the positives. 
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HIS IS А GOOD TIME ТО ВЕ А 
| professional in India. The 
economy is booming, the 
stock markets are soaring and al- 
most everyone you speak to is op- 
timistic about the future. A large 
portion of this optimism flows from 
the fact that almost everyone and his 
uncle have either recently changed 
jobs or are thinking of doing so. 
Okay, let’s put the veracity of that 
statement to test. Just look around 
your office. Chances are you'll see 
faces that weren't there three 
months ago; the odds that many 
of your friends have moved on dur- 
ing this period are also quite high. 
Ask around in your social circle; 
and the likelihood of getting the 
same result is also very high. We 
have, it would seem from the evi- 
dence at hand, become a nation of 
job hoppers. 
And the best part is that this 
phenomenon is present across 
sectors, locations and functions. 


Which Sectors? 


JUTIOOK In 


AMANPREET SINGH 


Information technology (rr) and busi- 
ness process outsourcing (BPO), bank- 
ing, insurance, investment banking, 
retail, pharma, fast moving con- 
sumer goods (FMCG), manufactur- 
ing, aviation...just name it; compa- 
nies in all these sectors, and others 
too, are hiring like never before. 
“The great (recruitment) story in 
banking will continue for another 
few years," emphasises K. Ramku- 
mar, Head, HR, ICICI Bank. Private 
banks directly employ close to 1.5 
lakh people at present. This is likely 
to grow 35 per cent every year. 
"That's more than 50,000 new jobs in 
banking alone; ICICI itself is looking 
at adding 12,000 people in 2006. 
The story is pretty much the 
same across sectors. Genpact, a 
leading BPO player, is looking at 
adding 10,000-12,000 people across 
its nine centres. Other BPOs like 
EXL, WNS and Convergys are also 
looking to ramp up capacity. This 
sector is expected to create about 


Wave 4 


Wave 3 
April-Oct. '05 Nov. '05-April '06 





____ IT and BPO, insurance, banking, retail...just name it; 
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one lakh new jobs this year. 

In the FMCG sector, “there is 
more of a bouncing back than a 
surge", explains D. Harish, GM, 
HR, Hindustan Lever. He esti- 
mates that the roster of the sector 
as a whole will expand about 12 
per cent. That means we're looking 
at 5,000 new jobs here. 

Infrastructure is another sector 
that will add huge numbers to its 
payroll. *The emphasis on creat- 
ing new infrastructure has massive 
potential to create new jobs," says 
P.K. Gandhi, President, HR, Punj 
Lloyd, a construction and infra- 
structure sector major. There will be 
a 25 per cent growth in direct em- 
ployment in this space, while indi- 
rect employment growth will be 
closer to 50 per cent. In absolute 
terms, that should add up to 15,000 
new jobs, not counting the indirect 
employment potential. 

Lots of jobs will be created in the 
aviation sector as well. HR profes- 
sionals dealing with the sector ex- 
pect a 15-17 per cent employment 
growth in aviation. *With Air 
Deccan and other airlines entering 
hitherto neglected cities, more pro- 
fessionals will be needed," says 
MacLean S. Raphael, Chief Human 
Resources Officer of the airline. 

But more than others, it is the 
retail sector that has the greatest 


potential to spark off an explosion 
in job creation. “Organised retail 
is growing at between 40 and 60 
per cent; so huge numbers will be 
required," says Vijay Kashyap, Vice 
President, HR, Shoppers' Stop. And 
like rr, BPO and retail—all sectors 
where human skills and customer 
interface play primary roles—tele- 
com, too, is expected to throw up 
huge opportunities for job seekers. 
According to Gartner, the sector 
will end the year with 300 million 
customers. A huge army of people 
will be required to service these 
subscribers; so most players in the 
industry are looking at an average 
manpower increase of 25 per cent in 
2006. And it's more of the same 
in automobiles. *With new players 
coming in and existing players 
expanding, there will be an obvious 
increase in jobs," says G. Ramesh, 
Vice President, HR, Hyundai Motor 
India. Employment is likely to grow 
25 per cent in the manufacturing 
sector, with auto and auto ancil- 
laries leading the way. 

What about the kind of jobs 
that will be on offer? Banks are in 
the process of upgrading their 
technology and also offer many 
more specialised products than 
before. Result: customers don't 
really need to visit branches for 
plain vanilla transactions anymore. 


Salaries Will Grow In Tandem With New Jobs 


PROJECTED SALARY INCREASE IN 2006 
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SHOME BASU 


This trend will get accentuated dur- 
ing the year. Engineers and man- 
agement graduates will be required 
in areas like technology, quality, 
wealth management and private 
banking. No wonder, Punj Lloyd’s 
Gandhi bemoans the fact that 
"irrians don't want to work for in- 
frastructure companies”. The FMCG 


HLL’s Harish (above) and Bharti’s 
Singh: B М tel 





companies in all sectors are hiring like never before 
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Accenture’s Varma: Domain experts will be in great demand 


sector is working on the same lines. 
Therefore, customer development 
and supply chain management are 
going to be key areas for job cre- 
ation in this sector. “We are also 
looking at advertising agencies and 
creative design houses for talent,” 
says HLL’s Harish. 

Aviation, on the other hand, 
needs specialist professionals like 
pilots, engineers, cabin crew, 
dispatchers and security personnel. 
Retail companies, meanwhile, need 
thousands of specialists in buying, 
store planning and visual merchan- 
dising. However, the bulk of their 
recruitments will be in the sales and 
customer care functions. 

In rr, companies will not be hir- 
ing just plain vanilla code jocks. 
“Today’s game is all about end-to- 
end solutions, so domain experts 
will be required in large numbers,” 
explains Rahul Varma, Director, 
HR, Accenture. The BPO sector, on 
the other hand, will need experts in 
finance and analysis, customer 
service and human resource 
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management. “The focus area is 
going to be knowledge-based serv- 
ices," says Piyush Mehta, Senior 
Vice President, HR, Genpact. 
Most Indian pharma compa- 
nies are looking at establishing 
global footprints. In this scenario, 
formulation manufacturing engi- 
neers with exposure to The United 
States Food and Drug Admi- 
nistration (USFDA) will be the most 
sought after. “This is a pressure pe- 
riod for manpower in the pharma 
sector," says A.H. Khan, Senior GM, 
HR, Sun Pharma. And as telecom 
companies increase their rural 
thrust, specialists in *rural market- 
ing, risk assessment and audits will 
be in great demand,” says Daljit 
Singh, Director, HR, Bharti Group. 
Such massive demand for man- 
power has shaken up salary struc- 
tures. “The war for talent is quite 
hot. More money is chasing fewer 
people," says Gandhi. That, as any- 
one with even a passing knowledge 
of economics knows, is the classical 
recipe for inflation. *There is great 


CITY BY CITY.... 


Wave 1 Wave 2 Wave 3 Wave 4 
Employment Outlook Index 


City 





Pune 51 48 M 84 
Delhi 50 065 86 82 
Mumbai 30 40 346 82 
Hyderabad 49 62 88 82 
Kolkata 24 24 45 «76 
Bangalore 45 43 69 74 
Chennai 28 37 36 58 


Maximum em mt growth is expected in Pune, 
Mumbai and Kolkata 

Sample size and index computation as in chart on Which 
Sectors? 

Source: Team Lease-Gallup Employment Outlook Survey 


It's An Employees' Market 


What's most important to you in a job*? 


Career path 43 
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turbulence in the compensation 
packages everywhere," laughs 
Hyundai's Ramesh. Salaries have 
gone up across the board. Poaching 
is the biggest threat—or enabler, 
depending on which side of the 
table you are sitting—in every sec- 
tor. *Loyalty is being equated with 
failure; this creates pressure on peo- 
ple to jump jobs," explains Khan. 
Pharma has seen 30-35 per cent 
increase in salaries for research and 
development specialists over the last 
year. The expected increase this 
year: 14-16 per cent. Banking, retail, 
FMCG and manufacturing sector ex- 
ecutives, too, can look forward to 
hikes of 10-20 per cent pay in 2006. 
So, if you are looking for a dream 
job, India is the place to be in. m 
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COUNSELLING 





| am a 40-year-old middle-level executive working in the HR 
department of a PSU. | do not have any professional quali- 
fications, but have 15 years of experience in areas like re- 
cruitment, training and industrial relations. The company is 
now offering VRS. Should | opt for it and apply in the private 
sector or should I pursue a full-time MBA? 

Going for a full-time MBA at this stage means being out 
of the job market for two years. You have to see 
whether you can afford to do that, both careerwise and 
financially. You could opt for a part-time MBA, which 
will add to your knowledge, though it might not give 
you a jumpstart in terms of a good job. However, 
with the experiece you have, you should not find it dif- 
ficult to get a job in the private sector, irrespective of 
whether you have an MBA or not. You should, however, 
keep in mind that the work culture in private compa- 
nies is highly competitive vis-a-vis the public sector. 


| have been working as a development officer for the past 12 
years with a leading insurance firm. My job entails recruiting 
and training insurance advisors. In the light of growing 
competition in the sector, | would like to know about soft skills 
training which will allow me to become a soft skills trainer. 
What are the opportunities in this field? 

Ideally, a postgraduate qualification in psychology, or- 
ganisational behaviour and/or organisational devel- 
opment would be the way to go. Alternatively, you 
could pursue management development programmes 
from institutes like the All India Management 
Association (AIMA). Soft skills trainers are always in 
great demand, hence, the career prospects are good. 
And given your experience in the field, you should be 
able to make the transition easily. 


HELP 
ТАКОМ! 


| work as a process associate in а ВРО firm. 1 am also 
pursuing a Diploma in Business Finance from ICFAI. My prob- 
lem is that my boss is not very supportive and whenever | 
seek leave for my studies, he piles me with more work. | do 
not want to- resign as | need the money. What should | do so 
that at least my studies don't suffer? 

One way out of your current situation is for you to seek 
a transfer to another department, If that's not possible, 
then you will have to burn the midnight oil and study 
while working. But I do not see why your boss should 
grudge it if you are entitled to leave and have not 
been compromising on the quality of your work. You 
can always look for another job and tell your prospec- 
tive employers at the outset about the course you are 
pursuing. This way, you will able to take care of both 
your job and your studies. 


| have five years of sales experience and my last job was as 
business manager with a leading ITES company. Six months 
into the job, 1 was given the pink slip as the company decided 
to downsize. | have faced two-three interviews in the past опе 
month and found that my being unemployed seems to be an 
issue of concern. Do you think this is coming in the way of 
prospective employers. making an offer to me? 

The situation you are in Les being without a job, is fairly 
common in today’s corporate world, It is understand- 
able that companies fire people for reasons other than 
their individual skills or capabilities. The fact chat you 
have already been called for two-three interviews in the 
past one month is a positive sign. It shows that your be- 
ing without a job is not an issue with these companies. 
Be upfront and explain the reasons why you lost the job. 
Some recruiters may actually welcome your honesty. 


Answers to your career concerns are contributed by Tarun Sheth (Senior Consultant) and Shilpa Sheth (Managing Partner, US practice) of HR firm, 
Shilputsi Consultants. Write to Help, Tarun!.c/o Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan Extn., New Delhi-—110055. 
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HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 
2. Click on "Search Jobs" link | 
3. Type the job ID number in the 
“Keyword Search” field 

E Click the “Search Jobs" button 
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Looking for clues: Forensic experts at the National Science Seminar Complex 


The end: An ambulance 


A terror attack on scientists attending a conference at Bangalore’s Indian Institute 
of Science exposes India’s soft underbelly once again. Rahul Sachitanand and 
E. Kumar Sharma report on its fallout from Bangalore and Hyderabad, respectively. 


ANIC A DLA тү LIVINEDAD 
\ UA HI ММ FIIDLEINAI 


БАА 19] / Í AL) 
January 4, January 5 and January 6 

HE INFOSYS TECHNOLOGIES CAMPUS IN BANGALORE’S 

Electronic City these days resembles a high 

security research facility in a Hollywood movie. 
This correspondent, like most other journos in India’s 
Silicon City, has been there hundreds of times chasing 
stories and fighting deadlines. But this time, it’s differ- 
ent. Motion detection cameras keep 24x7 watch on the 
electronic fencing around its 80-acre campus; patrolling 
by its uniformed security guards has been intensified; and 
the company has segregated the visitors’ car parking 
to contain the impact of a car bomb going off on its 
campus. It’s evident that the December 28 terror 
attack on the Indian Institute of Science (IISc) has 
India's tech community running scared, though no one 
will admit it on record. The Electronic City 
Association, an umbrella organisation representing all 
occupants of the eponymous campus, has asked the 
government to set up police and fire stations in the 
area and intensify police patrolling there. 

Across the city, Wipro has also tightened its security. 
*We have well established security processes in and 
around our facilities. They are always geared to meet 
any untoward incident. Additional security controls 
have also been implemented in view of the recent 
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incidents,” says a company spokesperson. “The 
perception of Bangalore as a safe city has changed as a 
result of the attack,” says a senior Wipro executive. 
“The attack on Bangalore could be one of the 
contributing factors that affect its standing as a secure 
location to set up shop,” says a security analyst with Hill 
& Associates, a Hong Kong-based risk management 





Consoling Puri's family: Ex-PM H.D. Deve Gowda (L) briefs 
reporters outside M.S. Ramaiah Hospital 





taking Puri's body out of M.S. Ramaiah Hospital 


and business intelligence firm. 

Cut to the evening of December 28. The scene in 
front of the J.N. Tata auditorium, part of the National 
Science Seminar Complex, at usc is chaotic. There are 
swarms of policemen, scientists, news hounds and curious 
passers-by milling around, confounding the confusion. It’s 
8.00 p.m.; an hour since an unidentified gunman (some 
reports said there were more than one) opened fire 
on a group of 300 scientists and academics who were 
proceeding to the nearby dinner hall after wrapping up 
the three-day 38th Annual Convention of Operations 
Research Society of India, killing M.C. Puri of the 
Indian Institute of Technology (rr), Delhi, on the spot 
and injuring four others, including Vijay Chandru, 
inventor of the Simputer. 

The law enforcement agencies have cordoned 
off the area; and combing teams with their sniffer 
dogs are going through the campus inch-by-inch 
looking for clues. They discover a couple of spent 
grenades, half a dozen magazines (to store bullets, not 
read) and a Chinese-made AK-56 rifle. 

The media is also caught up in the excitement. 
Even as citizens of India’s Silicon City are coming to 
terms with their first taste of terrorism, the air waves 
are rife with live reportage that sometimes borders on 
the hysterical; dire predictions are being made about 
Bangalore’s future as a global tech hub. “This certainly 
is a blow to Bangalore’s reputation as a safe city,” 
Infosys Chairman and Chief Mentor N.R. Narayana 
Murthy tells reporters. A Red Alert has been sounded 
in neighbouring metros such as Chennai and 
Hyderabad and all exit routes from the city have 
been blocked. 

As news of the attack filters in, public sector enter- 
prises and it companies, which have made Bangalore 
their home, begin to review their security. The 


TO 
"s. 


Those left behind: Puri's family grieves besides his body 


headquarters of the Indian Space Research Organisation 
(ISRO), which is just a 10-minute drive from Isc, is 
ringed by a posse of gun-totting CISF personnel and a 
rolling gate, which normally stays open, is closed. 

Meanwhile, within an hour of the attack in 
Hyderabad, Satyam Computer convenes a meeting of 
key senior managers and then declares *Code Delta", a 
heightened state of security preparedness. “It (the terror 
attack) is something that's bothering us, and yes, we've 
beefed up security. We've even started the practice of 
randomly checking the bags of our associates," says 
A.S. Murthy, Director, Satyam. Oracle, which has its 
global security systems in place here as well, is also 
reviewing its processes and has stepped up liaisoning 
with the local law enforcement authorities. 

But despite the concern, the hype and some of the 
knee-jerk reactions, the terror attack is unlikely to affect 
the Indian rr industry in the long-term. “I don't think the 
recent attack has dented Bangalore's reputation... we 
have not had a single client calling us about this issue. 
This is in stark contrast to the deluge of calls we 
received a few of years ago when Indo-Pak hostilities 
broke out. I also think Indian vendors have better 
communications processes in place now and so, are 
better prepared to address perception issues such as 
this one. This helps allay client fears before they 
become a widespread concern," says Partha Iyengar, 
Vice President at Gartner Group, one of the world's 
leading technology consultancies. 


Post script: The Andhra Pradesh police arrested Abdul 
Rehman, a Bangladeshi national, from Nalgonda, 200 km 
from Hyderabad, on January 3. Rehman is a *com- 
mander" in the Lashkar-e-Taiba and the alleged master- 
mind of the attack on insc. He has been handed over to the 
Bangalore Police and remanded to 14 days in custody. Ш 
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Making Sense Of Google 


A book that finally explains why a “free” search engine is 
the Net’s biggest money-spinner. R. SRIDHARAN 


THE O THE MILLIONS OF PEOPLE WHO GOOGLE EVERY 
GOOGLE STORY day, the eponymous company is just a search 

ee engine, albeit the best around. Few know or 
By David A. Vise care how Google makes money offering free search, not 


Macmillan just in English, but in a variety of other languages. 
a 595 Why, when Stanford PhD students Sergey Brin and 


Larry Page decided to turn their project—to make 
Internet search easier and more effective—into a busi- 
ness in 1998, they were equally clueless about its financial 
potential. But soon enough they figured out 
a way—and what a goldmine it has 
turned out to be. From nothing, it has 
grown to be a $6 billion-in-revenues 
company (annualised for 2005). Its 
stock today trades at about $420, 
giving it a market value of $124 bil- 
lion—behind only Microsoft ($280 
billion) and Wal-Mart ($197 billion). 
Indeed, as Vise, a Pulitzer Prize-win- 
ning writer with The Washington Post 
puts it, the search company has 
spawned a new “Google economy", 
where an ever-growing web of 
interlinked firms is pulling in more 
and more advertising money online. 
Much of this was unknown to the 
world until Google went public in 
2004, forcing it to disclose its busi- 
ness model and the scale of its ambi- 
tion. Since then, Google has been the 
subject of many media stories (includ- 
ing our Cover this issue) and Internet 
debates that have both marveled at the 
company's phenomenal growth and 
fretted over its growing power over the 
Internet. For instance, to be able to provide 
instantaneous search results, Google downloads and in- 
dexes all pages on the Web, and its search engine keeps record of every 
single query and can even trace it back to individual 1P addresses. A lot of 
what Vise writes is already available publicly, but where he excels (dis- 
closure: the reviewer once worked in the same newsroom with Vise) is 
in putting it all together in a style that is not just objective but eminently 
readable. At a time when the world is getting wary of Google's growing 
powers, Vise has refrained from being judgmental. He does raise the 
issues of privacy and Google's seeming double-standards in some areas 
(calling advertisements “sponsored links”, for example), but he's also 
appreciative of the firm's focus on the end customer (“Don’t be Evil” is 
Google's official motto). Should you buy this book? Yes, especially if you 
thought all that Google did was to crawl the Web. m 
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Invest in your future. 





If you are considering a career in finance, the MS (Finance) 
Program of ICFAI leading to the CFA Charter from CCFA, 
could be just the right program for you. 


The MS (Finance) Program is a career-oriented program 
incorporating the latest developments in the field of finance, 
supported with an up-to-date curriculum and high quality 
courseware that includes a comprehensive e-learning 
package. 


Exciting careers in corporate finance, international finance, 
risk management, investment and portfolio management, 
banking, equity research, financial services, and other similar 
areas are open to graduates of the program. Several CFAs 
occupy senior positions in the corporate sector in banks, 
insurance companies, mutual funds, and other organizations 
both in India and abroad. 


So, if you are serious about a career in finance, 
enroll for the MS (Finance) Program today. 


ә 
(Finance) 
Leading to the CFA Charter 
2 Year Distance Learning Program 





The finance program for finance professionals. 


For more information and the prospectus, please contact: 
ICFAI Center for Distance Education, 23, Nagarjuna Hills, Panjagutia, Hyderabad 500 082 
Phone: 040-23430431 -36, Fax: 040-55639711, E-mail: info@icfal.org 
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Highlights: 
Up-to-date curriculum 
High quality courseware 
E-learning package 
Case-based learning 
Training Classes 
Web support 
EMI facility 
Examinations four times a year 
Special placement scheme 


“SANDALWOOD” FLOTSAM TREADMILL PRINTED 
ON ASONG CIRCUIT 








Long in the doldrums, the Kannada film industry, or 
Sandalwood, has made a surprising comeback. You 
would have never guessed what helped. VENKATESHA BABU 


= N THE TYPICAL INDIAN MOVIE, WHEN THINGS GO ing at an impressive 65 per cent. Forty per cent of the 
horribly wrong, it takes the good hero to effect movies released last year have made at least twice the 
a dramatic rescue. But іп the case of Kannada sum invested and 20 per cent of them are “super- 
film industry, popularly called Sandalwood (like duper” hits (that is, more than 100 days of successful 
- Mumbai’s Bollywood, Kolkata’s Tollywood screening in theatres and at least a five-time ret- 
and Chennai’s Kollywood), it has taken villains, urn on investment). “I can’t recall the last » 
and a series of them, to save the day. time things looked so rosy for the 
Given up for dead five years ago, industry," beams H.D. 
Sandalwood has staged a stunning comeback, Gangaraj, President of 
thanks to a string of violent movies with names Å Karnataka Film Chamber 
like Mental Manja, Deadly Soma, Rakshasa of Commerce (KFCC), and 
(demon), Udees (as in, a Sandalwood veteran 
*finish" someone off), of three decades. 
Lathi Charge, and Part of the turn- 
Encounter Dayanak. Fresh faces: Puneet around is due to an 
While in 2000, it ind Ramya: in Aakash influx of new faces into 
wasn’t unusual for the industry, which 
eight out of every was dominated for 
10 Sandalwood à а long time by 
films to bomb at ageing actors 
the box office, (it had two scr- | 
today the succ- een gods, Raj- . 
ess rate is runn- kumar and 






















Vishnuvardhan, 76 and 56, respectively). “How credible 
is a 60-year-old hero prancing around with a girl old 
enough to be his granddaughter?” asks a leading pro- 
ducer. “I guess moviegoers finally voted with their wal- 
lets,” he adds. What also helped is Sandalwood manag- 
ing to stall simultaneous release of non-Kannada movies 
in the state. As a result, distributors of Hindi and English 
movies, among others, can sell only 10 prints within the 
state in the first seven weeks of their release nationwide. 

Then, producers and exhibitors have been experi- 
menting with innovative marketing and movie-going 
experience. While the internet and sms have been 























among the predictable tools, what 
must be unique to Sandalwood is 
“olfaction” in theatres. Hold your 
breath, this is how it works: You are 
watching a Kannada movie and up 
comes a song-and-dance sequence. 
Suddenly, from hidden nooks in the 
movie hall, perfume is automatically 
sprayed on the audience to enhance 
the mood of the moment. “Some 
exhibitors tell me that it actually 
works," says Vasudeva Murthy, 
Vice President of Krcc. 
What's worked most of 
all, though, is the indus- 
try touching the right 


Violently good: Shivraj in 
Rakshasa and Jogi (above) 


chord. Karnataka's rr prosperity (confined to a handful 
of cities like Bangalore and Mysore) has left the core of 
Sandalwood's audience untouched. While the city slick- 
ers are enjoying a conspicuous boom in consumption, 
a large number of illiterate or poorly-educated youth still 
lives in poverty. “Typically, in these movies, the hero 
turns against the society and takes the law into his 
own hands, because of which he is seen as a modern-day 
Robin Hood," says Dr L. Manjunath, a Bangalore- 
based psychiatrist. “It’s a cry of despair,” he notes. 
Deadly Soma, for instance, is the story of a real life 
ruffian killed by the local police. Jogi, another hit 


PHOTOGRAPHS BY K. M. VEERESH 


movie, is about an innocent vil- 
lage youth forced by circum- 
stances to resort to violence (in 
Sandalwood movies, a long 
blade, called Macchu, is the 
weapon of choice) to get his 
due share of justice. In fact, in 
several movies, the leading star 
has often been the real life ruf- 
fian himself. Gangaraj defends 
the producer's current thematic 
obsession: *They will cater to 
whatever the market wants." 
The number of movies 
being produced in Sandal- 
wood is coming down (103 in 
2003, 82 in 2004, and just 75 
last year), but the quality and 
box office hits have gone up. Like K.M. Veeresh, 
Editor of Chitraloka.com, a popular bilingual website 
on Kannada movies, says, *For a producer, the safest 
bet today is to invest in a Kannada movie, simply be- 
cause they have a better success rate than those of 
Hindi, Telugu and Tamil." As long as the Mental 
Manjas and Deadly Somas inspire only 
box office sales and not violence in 
the streets, Sandalwood can safely 
continue to glorify them on the 
silver screen. 8 
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Podcast? 
What's That? 


Apart from being cool, that is. The podcast 
directory puts it as the automatic distribution 
of MP3s via RSS/XML files. The key here is 
Really Simple Syndication (RSS) that allows 
internet users to subscribe to podcasts, 

blogs or any site that change or add content 
regularly. Here is a guide for beginners 
wishing to podcast: 


€ Search for Audacity (a free software) on 
Google and download 


€ Plug in your headphones (preferably 
with an attached mike) to the PC 


€ Start recording on any topic (it helps if 
you research topics and keep a script 
handy to read from) 


€ Edit your recording (the function is 
available on Audacity) 


€ Upload your podcast, which has been 
recorded on an MP3 format on to a File 
Transfer Protocol (FTP) server. Booking 
space should cost anywhere between 
$4-6 per month 


-—— — — m 


Check These Out 


пататти$1‹ yt 1 

A weekly podcast with reviews of Bolly- 
wood music directors, latest releases 
and interviews with upcoming talent 
Talknewsindia.libsyn.com 

Covers South Asia politics, India busi- 


ness, technology, travel, books, lifestyle 
and South Asians in North America 


Indicast.blogsome 
A multi-person podcast where 
discussions range from Sania to Sonia. 


com 


Funnyindian.com 


Hosted by a professional comic in 
Cincinnati 

Planetsonal.libsyn.com 

Called Mehfil-e-Sonal, this is a podcast 
about Ghazals, Nazms, poetry, 

and the like 
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RAMEN SARKAR 





Doing The Donkey Raise 


HE VERY FIRST TIME 1 SAW A COUPLE OF GUYS DOING THE “DONKEY CALF 
raise” in the gym some years back, I was taken aback. What was this 
now? Why was a grown man climbing on the back of another guy 
who was bending over? Visualise the configuration (or check the 
illustration) and you'll know why it appears a bit odd, ridiculous even. But 
donkey calf raises are one of the most effective ways to build your 
gastrocnemius or the muscles of your calves, parts of the body that 
many of us take for granted and often neglect in our workouts. Indeed, 
there are many people who exercise regularly but concentrate on their 
upper bodies while neglecting the muscles in their legs altogether. 
True, there are many other ways of doing calf raises, the commonest 
being the standing leg raises that you can do 
by standing at the edge of a step. Place your 
toes and balls of feet on a step or a block of 
wood or any raised plane; your arches and 
heels should be off the step; now, while 
supporting your arms (on a squat rack or 
barbell set across a bench press rack), raise 
your heels by fully extending your ankles; 
your knees should be straight and you should 
feel the stretch in your calves; hold for a 
second and get back to the resting position; 
repeat. There's another variation to this, 
the single leg calf raise, where one foot is 
hooked around the other foot's ankle while 


body's weight, this is more difficult and, 
hence, more effective. 

The donkey raise is just a weighted 
alternative to the simple calf raise and one 
that's worth trying, if only for some comic 
relief (imagine the sight of another man 
climbing on your back in the middle of a 
gym). But believe me, it is an effective 
exercise. What's more, you need no special equipment to do donkey 
calf raises, just a co-operative partner and skin thick enough to ignore 
the sniggers, smirks and bemused looks that you'll likely provoke at 
your gym. Some points to note: try to keep your knees straight 
throughout the movement or just slightly bent. There's an additional 
advantage if you keep your knees slightly bent as this involves the 
quadriceps (or thigh muscles) in the movement. To make the exercise 
more difficult, have your training partner (the guy astride your back!) 
hold a couple of dumb-bells. You can do three sets of 12-15 repetitions 
twice a week or incorporate them into your leg workout routine. Of 
course, if you have a problem lower back or any other complications 
that can be aggravated by bending like you have to for this workout, 
avoid it. Opt instead for normal standing leg raises. 





MUSCLES MANI 


write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 





doing the step raise. With one leg bearing the. 
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Pink And More 


Creative Zen Micro 


POD TRUE-BLUES WOULD HAVE YOU BELIEVE THAT STEVE 
Job's mind-control device is the only мрз player 
out there. But that, of course, is not true. There are 
several others of them like the Creative Zen Micro, 
which competes head-on with the iPod Nano. Its 
appeal: It not only offers more memory (8Gb) against the 
Nano's 4 or 6GB, but also a replaceable battery much 
like a mobile phone's and a far brighter 
screen than the Nano's. 
However, it does have its 
downsides. Unlike the 
Nano, it can't display album 
art and users can't browse 
photographs while listening 
to music. However, with the 
Nano available in only two 
colours, the biggest plus for 
the Zen Micro is the fact that it 
is available in 10 colours. It 
costs the same as a 6GB iPod 
Nano at $249 (Rs 11,205). But 
then, it is not an iPod. 















A Sweet Tablet 
N7 Tablet PC 


Н EVER WANTED TO SHOW A PRESENTATION 
to someone on your laptop and found your- 
self unable to do so without advanced gymnastics 
or playing a game of ‘passing the laptop’? Well, 
that’s why there is the “Tablet pc’; 

just twist, fold and, voila, you 
have a portable presentation 
display screen. Tablets — 4 
have been around 
for some time, 
yet have been 
hideously exp- 
ensive to pur- 
chase, costing double a 
regular laptop. But Sahara Computers 

has launched the NB-7630-N7 Tablet РС in India, 
priced at only Rs 66,999 (plus taxes). The spec sheet 
boasts of an Intel Pentium M processor at 1.7Ghz, 
512MB RAM, and an 80GB hard drive. The screen is a 
tad small and the battery life not long enough 
(3.5 hours). But if you've been thinking of owning 
a tablet PC, this may not be a bad choice. 
























Twin-Lens Trick 
Kodak EasyShare V570 


KR THE SAME COMPANY THAT MAKES FILM 
rolls—is not just around but innovating. Take 
their new camera, for example, which has been 
getting good reviews. Not only is the v570 a five- 
megapixel camera, but it features two inbuilt lenses, 
one normal 35mm five-time optical zoom and the sec- 
ond a 23mm wide-angle lens. And the better part is 
that the lenses automatically swap between each 
other, depending on the amount of zoom you require. 
But the best part is the price: $399 (Rs 17,955). 
Given that you can buy five megapixel 
cameras today for under Rs 10,000 
from some manufacturers, 
the wide-angle asp- 
ect along with 

Kodak's ‘Easy 

Print’ Wireless 
printing does 
give this device 
an edge over its 
competition. 









Redmond's New Baby 
Microsoft Office 12 Mis 


se 
T HAS BEEN A DECADE-AND-A- Microsoft Gua. 


half since Microsoft launched Office 


the software that changed every 
office forever, Ms Office. By mid-to-late 2006, it 
will unveil the 12th generation of Ms Office. And this 
promises to be the most radical change in the way the 
software looks, feels and works since Office 97 
(remember ‘Clippy’?). The most radical change—the 
disappearance of the drop-down menu, replaced 
instead by ribbons atop each window and the soft- 
ware will also try to anticipate your next move. 
Like the expected new Windows Vista, the apps also get 
a new graphics engine and each application will have 
visual thumbnail galleries of ready-made layouts, and 
users can customise these to their own needs. But in 
addition, Microsoft has also made the entire package 
XML-based (thus files will end in DOCX, XLSX or PPTX), 
which will make documents up to 70 per cent lighter. 
Finally, the era of gigantic PowerPoint presentations 
clogging up company email servers might be over. 
COMPILED BY KUSHAN MITRA 
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PG Diploma Programs 


(Distance Learning) 


Management Programs — — HIGHLIGHTS 


a Project Management Contemporary Curriculum 

з Brand Management Quality Courseware 

о Supply Chain Management 

3 Customer Relationship Management Case Study focus 

о Export and Import Management Web support on 24 x 7 basis 


о Global Strategic Management M ; 
3 Enterprise Risk Management Examinations four times a year 


о Management of E-Business at over 130 Test Centers 


Finance Programs Equated monthly installment 


о Certified International Investment Analyst, (Switzerland) * (EMI) facility 

о Treasury and Forex Management 

2 Investment Banking 

3 Accounting Standards and US GAAP ГСО is cis E 

о Investment and Tax Planning merat nop 

о Strategic Finance and Control 

a Financial Engineering Duration 

о Information Systems Audit One year for each PG Diploma Program 
* The CIIA Diploma is awarded by the Association of Certified International 


Investment Analysts, Switzerland. The Council of Portfolio Management and 
Research (CPMR), an affiliate of ICFAI is a member of ACIIA. 


For Prospectus and Application, please contact: 
[ 7, \ | ICFAI Center for Distance Education, 
23, Nagarjuna Hills, Punjagutta, Hyderabad 500082. 
а " h: - 431-36, Рах: 040- 711. E-mail: inf fai. 
Distance Education Ph: 040-23430431-36, Fax: 040-55639 E-mail: info@icfai.org 


For Prospectus and Online Registration, visit: wWW.icfai.org 
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The Street Calls 


RECENTLY, WHEN GOLDMAN SACHS’ PRESIDENT AND COO 
Lloyd Blankfein was in India, he said he would be sur- 
prised if the Wall Street giant “did not make invest- 
ments in India within a year from now”. Now we know 
why he spoke with such confidence. As it now turns out, 
Goldman was already working on at least one big 
investment—talking to former Unilever honcho, КЕКІ 
DADISETH, to be its international adviser for India. His 
appointment was formally announced 

end of January first week. Dad- 
iseth, 60, couldn’t be reached for 
comment, but a statement from 
Goldman, quoting Chairman & 
CEO, Henry M. Paulson, said that 
“(Dadiseth’s) advice will be of gre- 
at value as we grow our pres- 
ence in this rapidly dev- 
eloping region of the 
world.” For Dadi- 
seth, who joined 
Unilever’s India 
subsidiary, Hindu- 
stan Lever, more 
than 30 years ago 
as a manager in 
the internal audit 
department and 
rose to be its 
Chairman, this 
will be the begin- 
ning of a new 
innings. 


























Commie Caper 


WHAT SHOULD HAVE BEEN A FAIRLY SIMPLE ISSUE TO SETTLE HAS TURNED 
into a political circus of sorts. Ever since Communist Party of India’s 
(CPI) BRINDA KARAT accused TV's most popular yoga guru, Ram 
Kishan Yadav aka Swami Ramdev, of mixing animal and human 
bones in the "ayurvedic" drugs manufactured at his pharmacy, 
Divya Yog Pharmacy, the controversy has taken amusing twists and 
turns. First, Karat, 57, brandished test reports that allegedly 
proved her case. Then, railway minister Laloo Prasad Yadav and 
UP Chief Minister Mulayam Singh Yadav rose to Ramdev's 
defence—never mind that no independent lab test had been 
done—making Karat look isolated on the issue. But why did 
the lady pick on Ramdev? Apparently, last year, the pharmacy 
sacked some workers who were affiliated to CIT 
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Proud Scientist 


YVAVd 5 NVA 


CHINTAMANI NAGESA RAMACHANDRA RAO HAS 
won more awards and been felicitated more 
times than he perhaps cares to remember. 
But five decades after beginning his career 
in research, Rao, 71, says he is "truly 
overwhelmed" at being bestowed India's 
first National Science Prize. *We should 
be the providers of knowledge at the 


highest level, and not just providers of rr 
services, school teachers and nurses," 
says the solid state and structural chem- 
istry don and the Linus Pauling Research 
Professor at the Jawaharlal Nehru Centre 
for Advanced Scientific Research, 
Bangalore. His personal ambition is to 
deliver important breakthroughs in the 
area of material science. 





)ERSINGH 


SUMEET INI 


Take It Easy, Mr Murthy 


THIS MAGAZINE HAS BEEN A GREAT ADMIRER OF INFOSYS 
co-founder, N.R. NARAYANA MURTHY. Not only did he 
create hundreds of salaried millionaires, but more 
importantly he's been a tireless ambassador for Indian rr. 
But now we have a word of advice for him: Yes, Mr 
Murthy, it's frustrating having to deal with myriad 
problems every day (choked roads, crumbling civic 
facilities, etc.) and then be accused of ineptitude by 
people who've done precious little despite having been 
given the popular mandate. So, don't say that you'll move 
IT industry out of India if things don't improve. Be a lit- 


tle more patient, work the system to your advantage. You — | 3 a 
have a great legacy, and a great responsibility. i It S A Brea k, Al right 


WHEN EXECUTIVES GET OVERWORKED, THEY HIT 
the pause button and head for a resort. T.G. 
“TIGER” RAMESH—the man behind tech start- 
ups like Bangalore Labs and Quintant—is headed 
for one too, except that it will be a full-time job 
for him. Ramesh, 39, has teamed up with iGate 
CEO and former Infosys sales whiz Phaneesh 
Murthy, and brewery tycoon H.B. Jairaj, to set 
up Cicada Resorts, an eco-tourism initiative. 
“Tourism will be among the top three industries 
over the next three years and within that market, 
eco-tourism will be the fastest-growing seg- 
ment,” he explains. Ramesh, who will lean on 
Jairaj’s hospitality expertise and Murthy’s mar- 
keting skills to build Cicada as a premier eco- 
tourism destination, denies this is a step towards 
semi-retirement. We agree. Whoever said busi- 
nesses can’t be managed from a hammock? 








KALYAN CHAKRABORTY 


India's New Voice On Capitol 


HE IS PART OF VIRGINIA GOVERNOR-ELECT TIM KAINE'S TRANSITION 
team and the man who lobbies for the cause of Indians and 
India on Capitol Hill, America's seat of political power. And 
when SANJAY PURI isn't busy lobbying, he runs a mid-sized 
tech company called Optimos. Three years ago, Puri, 43, and 
a few other friends, set up US India Political Action 
Committee (USINPAC) to deal with issues of hate crime, 
immigration and US foreign policy towards India. Since then, 
he's managed to make USINPAC a force to reckon with in 
Washington. "We were contributing economically, but not 
politically and we wanted our voice to be heard," says Puri, 
who was recently in India. With 40,000 members today, Puri 
says USINPAC has only just started to get its voice heard. ш 
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Airtel 
presents 
the 





redit card 
of the 
future. 





Presenting India's first 
credit card on mobile. 
Only on Airtel. 


| innovation so revolutionary, it 
going to change the future of 
yney. Now you don't have to 
pend on cash or credit card 





ymore. Your Airtel mobile is all 
u need to make transactions if | 
и are an ICICI Bank credit card | 
Ider. It's that simple. This service 

n be activated on any Airtel 

bile, Call now to step into the | 
yazing new world of mobile | 
ney. Only with Airtel 


B Airis 
Express Yourself 


г 


Mobile Services | 121 





nditions apply. 
t further details, visit: wwew.airtel.in 
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DESIGNATION: Executive Chairman 
COMPANY: Apollo Hospitals 


G. KRISHANASWAMY 


A Doctor With A Dream 


E'S BEEN IN THE NEWS EVER SINCE HE LAUNCHED APOLLO HOSPITALS IN 1979. HIS 
H latest splash: the $1.08 billion (Rs 4,860 crore) buyout of Aircel, a cellular service 

provider in Chennai, in partnership with the Malaysia-based Maxis Group. No, 
the hospital chain is not entering the booming telecom sector. Its promoter, Prathap Chandra 
Reddy, made this investment out of his personal resources to help out a son-in-law. 

But heading Asia's largest healthcare services provider and making billion-dollar 
investments in high-tech businesses were the last thing on his mind when this chest spe- 
cialist and surgeon gave up a lucrative 10-year practice in Massachusetts General 
Hospital and Missouri State Chest Hospital in the Us and returned to India in 1971 in 
deference to his parents' wishes. 

In 1979, he witnessed a situation that changed his life—and the concept of healthcare 
delivery in India. One of Reddy's patients, who could not afford $40,000 to travel to the 
US for treatment of a coronary heart disease, died. That was the trigger for the launch of 
the first corporate hospital in Chennai in 1983. His dream: combine the medical skills avail- 
able in the country with the best technology from the West to provide a healthcare delivery 
system that was both affordable and efficient. 

It was a concept still ahead of its times. The bureaucracy worked against him at every 
step—the Urban Land Ceiling Act entitled him to only 500 square yards of land; 12 
applications were needed to import a single piece of machinery (he needed 340 pieces of 
machinery just to start out); funding a hospital didn’t rank very high on the agendas of state- 
controlled banks and financial institutions. Endless pilgrimages to various Finance Ministers 
later, Reddy finally had his hospital. It took three years for the first 150 beds, another seven 
to add 300 more (in Hyderabad) and six more years for the next 700 (in Delhi). “I believe 
in driving from behind; my executives have successfully built on my thought processes," says 
Reddy, who likes delegating authority to his senior managers. Now, he's aiming higher: he 
wants his 7,500-bed group to be the #1 healthcare services provider in the world. Given his 
track record, only the very foolish would bet against that. ш 

NITYA VARADARAJAN 
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HP CONTINUES ITS NO.1 POSITION’ IN 
THE EXTERNAL DISK STORAGE MARKET. 


HP SHIPS THE LARGEST NUMBER OF 
SERVERS IN THE FIRST THREE 
QUARTERS OF 2005. 





HP STORAGEWORKS EVA 8000 ARRAY 


* High-performance Virtual RAID solution 
* Supports up to 72TB (raw capacity) with room to 
address up to 200TB of disk data 


* Easy capacity expansion, instantaneous replication and 
simplified storage administration 


* Support of Industry popular multi-pathing software and 
native HBAs 


* High redundancy features designed for high availability 
* Industry-leading virtualisation features 





The latest IDC reports are in and the figures say it all - HP continues in its No.1 position in the external disk storage market in 


India”, and has also shipped the largest number of servers in the first three quarters of 200 And HP would like to thank all the 
istomers who hove placed their trust in us 
Because people who know better, know that while HP's industry-leading servers deliver high reliability and better agility through 
nnovation based on standards, HP's unmatched portfolio of storage products gives them better manageability and storage 
consolidation capabilities. All of which translate into increasing returns on IT, lowered TCO, ond better profits. So if you want the 
best, your choice is clea HP 
HP PROLIANT DL380 G4 | HP PROLIANT 
ees ss oe STORAGE SERVER | DL580 G3 SERVER 
* Intel" Xeon® Processor 3.40GHz with 2MB L2 cache * Enterprise class, 4-way server designed for 
* 1GBRAM maximum scalability and high availability 
• 1TB storage * 64-bit Dual-Core Intel" Xeon" 7020 and 7040 
* Windows Storage Server 2003 Processors 64GB total memory with 4GB DIMMs 


* Front-accessible Hot Plug RAID Memory 
integrated Ultra320 Smart Array 6i controller 


HP PROLIANT 20P HP INTEGRITY 





BLADE SERVER SUPERDOME 
* Dual-Core Intel" Xeon" Processor 2.80GHz with * Upto 128 Intel" Itanium” 2 Processors 
AMB (2x2MB) L2 cache * Outstanding high-end performance 
* Dual-processor server blade engineered for the * Enhanced Scalability to 128-processors 
enterprise 


* Continued Investment protection 
* Supports up to 8GB of PC 3200 DDR2 memory 


* HP Integrated Lights-Out (iLO) advanced 
functionality 
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From The Editor 


OR A MAN WHO STUDIOUSLY MAINTAINED A LOW 

profile for the most part of his tryst with Dalal 

Street, Ketan Parekh succeeded in building an image 
—quite unwittingly—that was extravagantly larger than 
life: Promoters of large-cap corporations, movie stars, 
politicians and at least one international tycoon (the late 
Kerry Packer) wanted a piece of the Big Bull and his action. 
Then came the “scam” of 2001 and yesterday’s hero on 
The Street turned villain almost overnight. KP was accused 
of manipulating stock prices, defrauding banks, violating 
foreign exchange norms, and looting the small investor (a 
few of whom apparently even killed themselves after 
losing everything). Whilst most of these charges aren’t with- 
out substance, the role of the banks that turned a blind eye 
to prudential norm of capital exposure and the promoters 
who benefited from the alleged price manipulation aren’t 
etched in public memory as much as KP is. Parekh will be 
remembered as the lone scoundrel who had to be crucified 
for his role in the market crash of 2001, with the market 
watchdog duly banning him and entities related to him 
from the Indian stock markets for 14 years. 

But even as investigations are 
still under way against KP and his 
companies—like the one by the 
Serious Fraud Investigation Office, 
under the Department of Company 
Affairs—the stock market's watch- 
dog, Securities & Exchange Board of 
India (SEBI), suspects the debarred 
broker may be back in the current 
bull market, this time in the guise of 
a foreign institutional investor, with 
plenty of help from one of his former associates. When BT 
caught up with KP—in perhaps the first interview with the 
broker since the 2001 scam—he rubbished the watchdog's 
charges. “Who will trade with me?" he shrugged (read the 
entire interview on Page 49). SEBI, though, is pretty sure it's 
onto something, and the coming months will reveal 
whether KP has violated the law yet again. Senior Editor 
Brian Carvalho and Principal Correspondent Mahesh 
Nayak tracked down Parekh and his associates and spoke 
to numerous players in the stock market to bring you an 
investigative report on whether KP is back in business. 

The special report this time is the annual вт-Сіггиѕ 
listing of newsmakers who created the biggest ripple in the 
media during 2005. Not all of them, as you will find, make 
it to the list for the right reasons. Also in this issue is a 
feature on how Rajeev Chandrasekhar, who, in July last 
year, sold his stake in BP. Communications, is planning to 
spend the Rs 1,300 crore that he made off the deal, and 
another on how cigarettes giant ITC is charging ahead with 
its food business, turning out to be quite a competitor for 
a number of older, entrenched players. 
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More To Google Than... 
Google is one of the hottest com- 
panies in the West and therefore, 
(Inside Google India, Br, January 
29, 2006) was long due. But is 
everything really so hunky-dory? 
Your article does not touch on 
"click frauds", Google India's take 
on it and the magnitude of the 
problem in this country. It would be 
interesting if BT did a piece on the 
current imbroglio where Google is 
under pressure from the us Justice 
Department to turn over records 
on its users' search queries. 

P.K. REDDY, HYDERABAD 
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Google: The India Angle 
The cover story (Inside Google 
India, BT, Jan 29) throws up 
interesting ideas for GeNext in 
India. For instance, giants such as 
Google can transform the work 
culture in the country. Fun and 
frolic need not be looked down 
on, only creativity should matter. 
Imagine, what this can mean in a 
country which heavily depends on 
the whims of politicians and babus. 
Also, will it lead the way in incu- 
bating entrepreneurs who can show 
us how to make money online? 
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Budging Scenario 

With reference to вт Auto Special 
(January 29, 2006), the entire 
section was well researched and 
quite informative. What struck me 
the most was the fact that the basic 
affordability of Indians is increasing. 
A time will surely come when two- 
wheelers will become a thing of the 
past and four-wheelers (cars to be 
precise) will be the preferred mode 
of transport for the majority of 
Indians. It's definitely boom time 
not only for the Indian auto 
industry, but also for the consumers. 


RAHUL SENGUPTA, through e-mail 


Best Employer? 

With reference to the article The 
Best Companies to Work for in India 
(Br, November 20, 2005) where 
HSBC Bank has been ranked at #6, 
we beg to differ. Hsec Bank has not 
been a Fair Employer as stated by 
Mr Shishir Agarwal, Employee 


Relations Manager in the article. 
We, former employees of the bank, 
are victims. We were terminated 
overnight without any due notice 
after putting in several years of loyal 
and dedicated service. We have 
complaints pending with the Labour 
Commissioner, National Comm- 
ission for Women (NCW), National 
Human Rights Commission (NHRC) 
and have also written to the 
Governor, Reserve Bank of India, 
Mumbai. The bank's attitude 
throughout this entire process has 

been one of apathy. 
SHIRLEY KAKKAR, GITA RAJAGOPALAN, 
KALPANA DAKSHENE, MANJU SAXENA, UPDESH 
K SEHGAL, N JANARDHANAN 


Corrigendum 

In Jobs, Jobs Everywhere (January 
29, 2006), the designation of D. 
Harish has been wrongly mentioned 
as GM, HR, Hindustan Lever. He is 
Vice President, HR, of the company. 
The error is regretted. 
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Modern day automobiles are powered by 
sophisticated Bosch technologies. These include 
Common Rail Diesel Injection Technology (CRDI), 
Lambda sensors, ABS (Antilock Braking System) 
and ESP (Electronic Stability Program), to 
name a few. In fact, Bosch inventions have 
shaped the face of automotive technology for 
over 120 years. 


Besides being the world's largest automotive 
supplier, Bosch is a major player in industrial 
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equipment and packaging technology, consumer 
goods and building technology. In India 
too, Bosch is the largest automotive supplier 
through its flagship Motor Industries Company 
Ltd. (MICO). 


Bosch's commitment to India is driven by its 
vision of "Invented for life", This sums up Bosch's 
belief that technology is not an end in itself 
but should serve life. 
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SOUMIK KAR 


Scam Season 


HE THING ABOUT SCAMS (OF THE STOCK MARKET 
Теа in this case, but this applies to almost all 
scams) is that no one knows when one will break, 
leave alone the modus operandi of the perpetrator. 
Since there is a ‘money’ aspect to almost all scams, and 
since the said commodity doesn’t grow on trees—if 
someone is to make money through illegal means, 
someone else has to lose it—most tend to come to light 
when the victims reconcile their books, usually in the 
months of March and April in India where most enti- 
ties close their books of account on March 31. In 
some cases, the money part isn’t very clear. In the 
IPO-allotment scam that is just coming to light there has 
been no real loss on anybody’s part; a few retail 
investors have suffered an opportunity loss (their 
chances of allotment were reduced by the fact that cer- 
tain individuals made multiple applications). It is evident 
that this wouldn’t have been possible without a. fin- 
anciers willing to fund the people with multiple demat 
accounts which are a must these days for any stock mar- 
ket transaction (financiers because, it is unlikely that the 
fronts, the people making multiple applications are 
doing so on their own volition, their chances of being 
caught being the highest; and financiers because, given 
the previous observation, it is unlikely they have the 
money to pay for all those shares), b. depository par- 
ticipants (DPs), the companies that manage demat 
accounts, without whose involvement it would have 
been impossible for the fronts to open as many demat 
accounts as they did, c. banks (some banks are also 
DPs) that also financed the entire process in some cases, 
d. merchant bankers whose primary objective is to 
ensure that the issue is a success and who are willing to 
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Investor rush: They have to contend with scamsters too 


look the other way as far as the multiple-account phe- 
nomenon is concerned and e. registrars that are actually 
the entities that are responsible for ensuring that multiple 
applications are weeded out. At every stage of the 
allotment process, it is now becoming clear, there 
should have been checks that were not there. The good 
news is, the possibility of one individual moving the mar- 
ket, as the late Harshad Mehta did, and as Ketan 
Parkeh did, is as close to zero as can be. The bad news 
is, much of this seems to have happened because every- 
one (read: Foreign Institutional Investors, Fils) of all hues 
wants a piece of the great Indian story. Unfortunately, 
India’s market regulator hasn’t evolved a method to 
investigate every conspiracy-theorist’s favourite alle- 
gation, that most of the ЕП money flowing into the coun- 
try is that of Indian corporates that are using the 
ongoing bull-run as an opportunity to bring back 
money stashed overseas. And, as the 1po-allotment 
scam shows, the market regulator hasn’t acquired the 
skills it takes to stay one step ahead of scamsters. 








A Mill in Mumbai: Discounted land spins profits and how 
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Conscious 
Conscience 


MAGINE THIS WHOLLY HYPOTHETICAL SITUATION: 
IE 0, maybe 75 years ago, City A allots land at a dis- 
counted rate (or sells it, or leases it out) to Company 
B to run a certain business. The business runs into 
trouble today, say, because India's competitiveness as 
a country in that erodes over time and in the face of 
competition. B, meanwhile discovers that the price of 
the land it is on has appreciated significantly, and its 
promoter realises that if he can manage to convince 
the government that B be allowed to sell or develop 
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the land and invest the proceeds in the stock market 
which, coincidentally, is on a roll, the 
returns would far exceed that from any other line of 
business. Now, the thing is this. The situation isn’t 
entirely hypothetical; it pretty much sums up what 
happened to Mumbai’s mills and it could well be 
the story of India's rr industry (although no one 
would want India's competitiveness in IT and IT 
enabled services to erode, worse things have been 
known to happen to company's entire industries, 
and economies over time). While the government 
should review the way it acquires and allots land to 
ensure that the process is always focussed on the 
greater common good, the IT companies themselves 
would do well to simply stop lobbying (or asking) for 
free- or cheap-land and start buying from the open 


market. These are companies that are transparent 
about their financials, are better governed (and boast 
better boards) than most companies in other sectors, 
and which can, most importantly afford to pay mar- 
ket-rates for anything they need to buy, be it the 
talent they require to run their business or land. In 
many ways, India Inc learnt how to be fair to its 
employees from the IT firms that set the trend in 
terms of employee compensation (stock options, 
variable pay, and the like) and workplace aesthetics 
(although it can be argued that much of this was 
forced by market dynamics). And several of India's rr 
millionaires have taken the phenomenon of corporate 
philanthropy to a new level. Somehow, this industry 
doesn't fit into the handout-culture that is manifest in 
the phenomenon of land allotments. 





That Foot-in-Mouth Thing 


T MAY BE SOMETHING IN THE WATER OR AIR IN THE HRD 

Ministry. Then, given the incumbent minister's pref- 
erence for working from home, it may not. Still, in 
keeping with what must surely be an unwritten com- 
mandment about HRD ministers making fools of them- 
selves over something to do with the Indian Institutes 
of Management (IMs), the current minister Arjun 
Singh was caught famously commenting that the Indian 
Institute of Management, Bangalore couldn't set up a 
campus in Singapore because there was local demand 
(for its programmes) yet to be met. Not too long after 
that, he modified his response, stating that the school 
would have to amend its articles of association 
before it went 'global', which process, the school has 
since embarked on. That sounds pretty much like a 
bureaucrat's way of looking at things and chances are 
some senior bureaucrat at the ministry suggested that 
Singh offer this safe sound-bite to make up for his 
earlier gaffe. Going by the logic (if the word can be 
used) of Singh's first comment, no Indian company 
should try and cater to the global market, not with the 
significant demand (latent or unmet) for its products or 
services back home. If Singh's they-have-to-meet-local- 
demand statement was a slip (and a 75-year old who is- 
n't exactly in the best physical health can slip) it is con- 
donable. If it wasn't, however, it reflects the same 
IIMs-are-part-of-the-government philosophy that former 
HRD Minister Murli Manohar Joshi's spat with the 
Indian Institute of Management, Ahmedabad (the 
ostensible reason for the spat was the minister's diktat 
that the school lower its tuition fee; the real issue was 
autonomy) highlighted. This magazine would like to, 
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Arjun Singh: Interference on his mind 


just for argument's sake, use the same logic as Mr 
Singh to ask him just one question: Given the govern- 
ment's abysmal record in primary education, should it 
even run institutes of higher education such as the 
Indian Institutes of Technology (irs) and the IIMs? 
Wouldn't it make sense to privatise these schools? m 
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The Airport Circus — instanTIP 


The fortnight’s burning question. 
There’s only one way to straighten out the mess in ee a 
airport privatisation, and that is to call in fresh bids 
all over again. KUMARKAUSHALAM 







































XACTLY A DAY AFTER THIS MAGAZINE GOES TO PRESS, THE EMPOWERED 
Group of Ministers (EGoM), headed by Union Defence Minister 
Pranab Mukherjee, will meet in Delhi to decide the fate of privati- 
sation of Delhi and Mumbai airports. About 10 days earlier, the Civil 
Aviation Minister, Praful Patel, had expressed hope that the group would 
take a decision one way or another. There's no doubt that overhauling the 
airports of India's two most important cities is long overdue. In fact, the 
Airports Authority of India (Aap had first suggested their modernisation way 
back in 1993, but it wasn’t until 2003 that the Atal Bihari Vajpayee-led NDA 
government approved it. From then to now, what should have been a fairly 
simple process has turned into a sad circus, thanks to an inefficient and cor- 
rupt government machinery, and scheming corporates. 
Meanwhile, airline passengers in Delhi and Mumbai—one is the 
country’s political capital and the other, its commercial one—continue to 
, suffer due to stretched airport infrastructure. Indeed, one of the main rea- 
sons cited by the EGoM for not scrapping the controversial bidding 
process through which private investors have been shortlisted, is the 
inordinate delay already incurred. . 
While such alacrity is ordinarily 
desirable, in this case it's a 
recipe for disaster. For 
the privatisation to go 
ahead unchallenged, | 
the government must % 
prove that the process of 
shortlisting bidders is not just 
technically sound, but unques- 
tionably transparent. 
Unfortunately the current 
process, which the EGoM seems keen 
on pushing through, is anything but that. 
There are just two consortia, (Anil Ambani’s) 
Reliance-AsA and GMR-Fraport, that have qual- 
ified, and as per the bid conditions, no con- 
sortium may get both Delhi and Mumbai. That 
means Reliance-AsA and GMR-Fraport are assured 
of one airport each. Put another way, the 
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crucial modernisation projects are about to be given away 
without any competitive bidding—hardly an ideal situation. 
“The government should not go ahead. Otherwise, the 
charge of taint will stay,” says CPI(M) leader, Nilotpal Basu. 
Looking back, though, it is apparent that the entire bid- 
ding process was subverted right from the word go. In July 
2004, 10 players expressed interest in bidding for the 
modernisation projects. These were Reliance, Bharti, Essel, 
Larsen & Toubro, Videocon, the GMR Group, the Сук 
Group, Macquarie Bank, DLF and ps Construction. Of 
them, Videocon was rejected early on. On September 14, 
the government received six proposals, which were then 
evaluated by the consultants appointed for the purpose. 
After looking into the proposals, the consultants short- 
listed only two consortia: Reliance-AsA and GMR-Fraport. 
Bidders who didn't make it and opposition parties were out- 
raged. Allegations surfaced that the evaluations were sub- 
jective, and done in a way to benefit the shortlisted parties. 
It was pointed out that the initial bid deadline of May 24, 
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Scrapping the existing bids 
and inviting fresh ones may 
be the only way to put the 
controversies to rest 





2005, had been revised to benefit Reliance, which hadn’t 
managed to rope in a partner by then. Two hours before the 
deadline, it was extended to June 3 (and extended again). 
Then, the request for proposal was modified on August 30, 
2005, giving bidders only 15 days to submit their bids. The 
Bharti-Changi consortium decided not to bid. Rues one of 
the bidders: “Nothing is transparent. Each clause and pro- 
vision is being interpreted the way it suits a particular bu- 
reaucrat or minister.” 

In January, a committee headed by Delhi Metro Chief 
E. Sreedharan was asked to re-evaluate the shortlisted 
bidders. In his report, Sreedharan scored the Reliance- 
ASA combine low on management capability and transition 
plan, and in effect disqualifying it from the race. He also rec- 
ommended that the AAI, currently a partner in the two proj- 
ects, be asked to carry out the modernisation on its own by 
setting up a special purpose vehicle. But when BT went to 
press, the EGoM seemed inclined to reject Sreedharan’s 
report and go ahead with the two shortlisted bidders—or 
at best, include two others. 

The argument for not scrapping the bids is that too much 
time has already been lost. But unless the bidding process it- 
self is made above-board, controversies will continue to dog 
the privatisation effort. Scrapping the existing bids and 
inviting fresh ones may be the only way to put the contro- 
versies to rest. Yes, that will mean some delay. But a coun- 
try that took 10 years to make up its mind about airport pri- 
vatisation can surely live with a delay of a few months. 
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NBFC CONSOLIDATION: 





business is not what it once used to be. The 
industry has shrunk from 875 firms in 2002- 
03 to 573 in 2004-05. Yet, in between the obituaries, 
some surprising M&A stories are being written. 
Singapore's biggest bank, DBS, picked up a 37.50 per 
cent stake in Cholamandalam Finance in June last 
year; Newbridge Capital paid a whopping $100 
million (Rs 450 crore) for 49 per cent of Chennai- 
based Shriram Group, and more recently in January 
this year, Temasek Holdings, Singapore’s private 
equity giant, purchased Dove Finance, a Chennai- 
based NBFC. It's a process the industry is describing 
as a second round of consolidation, where the com- 
petition is between big NBFCs and banks. But local 
biggies like Sundaram Finance aren't shaking in 
their boots. “The cost of money is the same for 
everybody. We don't see a threat from foreign players,” 
says G.K. Raman, Director, Sundaram Finance. 
Although the only areas of financing left for an 
NBFC are in truck, tractor and heavy earth moving 
equipment, NBFCs like Sundaram haven't just met 
competition from banks head on, but grown. So is 
there room for a super-sized NBFC? “SMEs and the 
consumer finance sector is a good proxy for us to par- 
ticipate in India's growth," says Rachel Lin, Associate 
Director of Temasek Holdings from Singapore. Others 
seem to agree. While announcing the Cholamadalam 
acquisition, Rajan Raju, DBS' Head of South-East 
Asia, said that his bank saw "significant potential" in 
India's fast growing wealth management market. If it 
looks like the new players are picking up niche slots 
in the market, it is because they may actually be 
preparing groundwork for 2009, when M&As in the 
banking sector will finally be unshackled. 
ANAND ADHIKARI 
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French Auction For MUL ТТТ 


New method may be used for future divestments. 





Buzz at Maruti: Be a trendsetter, and now with a French connection 
HE GOVERNMENT RAISED NEARLY RS 1,567 CRORE FROM THE SALE 
| of an 8 per cent stake in Maruti Udyog Limited (MUL). So what's 
new (apart from the absence of any leftist opposition)? This was 
the first time the French auction method was used to sell the shares of 
any Asian company. Under this model, bidders are obliged to purchase 
the shares at their bid price, provided it is higher than the reserve price. 
It is also called the “winner’s curse” as the highest bidder gets all the 
shares he wants, but at his bid price (which is the highest). If there are 
shares left over after this, the second highest bidder gets the number 
of shares he has bid for at his bid price. This process carries on till all 
the shares on offer are allotted. 

Says A. Rajagopal, Senior Vice President (Equity Capital Markets), 
Kotak Mahindra Capital Company: “Sellers can maximise their 
gains under the French auction method.” The government earned 3 
per cent higher than the cut-off price of Rs 660 per share and 9.4 per 
cent higher than the floor price of Rs 620 per share, he adds. 

Only eight bids, out of 36, were accepted at an average price of Rs 
678.24 per share. The highest offer of Rs 725 per share was received 
from the Small Industries Development Bank of India. Life Insurance 
Corporation of India, however, placed the largest bid (for 1.68 crore 
shares) at Rs 682 each. Corporation Bank (Rs 690), Exim Bank (Rs 
680), Indian Bank (Rs 670), Union Bank (Rs 665), and State Bank of 
India and State Bank of Patiala (Rs 660 each) were the other successful 
bidders. The government’s stake in MUL has come down to 10.2 
per cent following the auction. 

Analysts say the government might use this method for other 
divestments or in cases where it has to offload a block of shares. Indian 
Oil Corporation is expected to use the same method to offload its hold- 
ing in exploration major Oil and Natural Gas Corporation and gas 
company GAIL India Ltd. 

MAHESH NAYAK 
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Show stealers: Purring beauties 


OSCH GMBH SET THE TONE FOR THE 
В eighth edition of the Indian Auto 

Expo. A day before it opened 
in Delhi on January 12, Bosch annou- 
nced that it was expanding the scope 
of its ongoing Rs 1,000-crore expa- 
nsion programme. The new budget: 
Rs 1,755 crore. The reason? Bosch 
sees a huge market for its common rail 
diesel (CRD) systems in India; hence, 
the additional investment. 

When the Expo opened, Jagdish 
Khattar, Managing Director of Maruti 
Udyog Limited, announced a Rs 2,718- 
crore investment to develop five new cars 
over the next five years. This is over and 
above the Rs 3,200 crore it is investing in 
its new manufacturing facility at Manesar. 

Hero Honda announced plans to 
invest Rs 320 crore in 2006, Yamaha Rs 
300 crore and TVS Motor Rs 400 crore. 
Ashok Leyland, too, announced a Rs 
550-crore plan to increase its capacity 
from 77,000 units per annum to 
100,000 units and to set up body-build- 
ing lines in Dubai and in North India. 

Then, Bosch's rivals got into the act. 
TVS-Delhi announced Rs 500-crore plans 
to manufacture CRD units as well, while 
Bharat Forge, decided to invest Rs 400 
crore in a new greenfield facility in India. 

That adds up to Rs 6,000 crore of 
investment announcements in one 
week alone. 

KUSHAN MITRA 
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More Signs Of Progress 


Urbanisation, consumption and education are all rising in today’s India. 


Households ('0005) 
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between 2000 and 2005; and the economic sta- 

tus of Indian households across socio- 
economic categories (SECs) has improved during this 
period, says a study conducted by Media Research Users 
Council (MRUC) and Hansa Research. According to the 
report, the number of urban households in the country 
went up 22 per cent over the last five years. There were 
50.3 million urban households in the country in 2000; 
this rose to 61.5 million in 2005. 

Consumption across all major product categories 
and SECs also saw an upswing in the past five years. 
MRUC/Hansa Research tracked FMCGs (fast moving con- 
sumer goods), durables, personal care and household care 
categories and found a rise in consumption in all (see It’s 
Getting Better With Time). “We also tracked the 
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Marketics' Ramakrishnan: Insights it is 


18 BUSINESS TODAY FEBRUARY 12 2006 


Base : IRS 2005 R2, Household 


IGH-END ANALYTICS IS THE NEXT BOOM AREA FOR INDIAN BPO (BUSINESS 
process outsourcing) companies. S. Ramakrishnan, CEO of 
Marketics, a leading player in the segment, says: "Unlike low-end 
BPO work, analytics is about driving top line growth by identifying 
insights and opportunities." For instance, ever wondered why it 
makes sense for an international supermarket chain to keep beer 
next to baby diapers? Or why Barbie dolls sell better when placed 
next to expensive men's shirts? Answers: Men buying diapers are 
most likely to be on baby-sitting duty and there is a 50 per cent 
chance they will stock up on beer. Also, when a man buys an exp- 
ensive shirt, there is a good chance that, feeling guilty, he may end 
up buying his little daughter a Barbie doll. It is these insights that 
analytics companies provide to marketers across the world. 
















*Tractor penetration is on rural base 


educational status of housewives in both urban and rural 
markets because that is the best indicator of any shift in 
social inclinations. And we found an improvement in the 
literacy and education levels across SECs," says Vineet 
Sodhani of Hansa Research, who led the study. 

A total of 163,794 urban and 73,580 rural households 
were surveyed in 2005. Over 71 per cent of the house- 
wives in urban households and 41 per cent in rural 
households were found literate, compared to 69 per 
cent and 35 per cent, respectively, in 2000. The study has 
been able to link the educational levels with propensity 
to spend. “The zone (South) showing the highest growth 
rate in most consumption categories is the zone scoring 
well on literacy/education as well. This clearly indicates 
that education drives consumption," says Sodhani. 

ARCHNA SHUKLA 
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Do Investors Gain From Reliance Demerger? 


That will depend on the post-listing price of Reliance Infocomm. 


HE MARKET HAS TAKEN NOTE 
| of the Reliance Industries 
(RIL) demerger. The Bombay 
Stock Exchange and the National 
Stock Exchange held a special one- 
hour session on January 18, 2006— 
reportedly a first in the world of 
stock trading—to discover the price 
of the post-merger RIL scrip. The 
special trading session on 
Wednesday saw the scrip shed Rs 
225.25 per share to Rs 702.90 per 
share, compared to Rs 928.15 per 
share on January 17, 2006. 

As is well known, following the 
demerger, RIL shareholders will get 
shares in all four Anil Dhirubhai 
Ambani Enterprises (ADAE) compa- 
nies. For every 100 shares of RIL, the 
shareholders will get 100 shares 
each in Reliance Capital Ventures 
(RCVL), Reliance Energy Ventures 
(REVL), Reliance Communications 
Ventures and Global Fuel 
Management Services (GFMS). 
However, ADAE has already merged 
RCVL and REVL with the listed 
Reliance Capital and Reliance 
Energy, respectively. After the 
merger, the RIL shareholders will 
get five shares of Reliance Capital 
and 7.5 shares of Reliance Energy 
for every 100 shares held in RIL. 

If an investor had bought 100 
shares of RIL at Rs 928.15 per share 
on January 17, 2006, would he 
have made a profit from the 
demerger? Amit Rathi, Director, 
Anand Rathi Securities, says: “Yes. 
In fact, the shareholders benefit 
from the demerger. That is why 
we had recommended that clients 
purchase RIL stock for 8-10 per 
cent appreciation.” 

Gurunath Mudlapur, Managing 
Director, Atherstone Institute of 
Research, is, however, cautious. 
“The valuation of Reliance 
Infocomm will determine if 
investors benefit from the 
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Discovering true value: ADAE's Anil Ambani (L) and RIL's Mukesh Ambani 
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ene Not Listed Nil 


Value of 100 RIL shares: Rs 77307 (100 RIL shares + 3 0L ders +75 md NEE 
had been bought at Rs 928.15 per share 


demerger,” he says. Mudlapur is 
worried following reports about 
Reliance Infocomm writing-off about 
Rs 4,500 crore from its books, thus, 
bringing its net worth down to Rs 
12,000 crore from Rs 16,500 crore. 
The write-off reportedly relates to 
residual bad debts, inventory losses 
from handset sales and any penalties 
that may arise due to disputes with 
the government. “Till we see 
Reliance Infocomm’s balance sheet 
and get a fix on its valuation, it will 
be difficult to say if investors have 
made money in the current scenario 
(see chart),” he adds. 

There are indications that two 
of the ADAE companies, GFMS and 
Reliance Infocomm, will be listed 
by the first quarter of 2006-07. 


The companies have equity bases of 
Rs 611 crore each. If we consider 
GFMS to be listed at its par price 
of Rs 5 per share, then Reliance 
Infocomm will have to be quoting 
at over Rs 151 per share for in- 
vestors to make any money. 

R. Sreesankar, Head of Research, 
IL&FS Investsmart, says: “There is 
uncertainty regarding the value of 
Reliance Infocomm and Gros. If 
the enterprise value of Reliance 
Infocomm increases between now 
and when it lists (as a result of a 
possible increase in its subscriber 
base), it will fetch better valuation to 
investors. Till then, it will be difficult 
to judge whether investors are mak- 
ing money or not.” 

MAHESH NAYAK 
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KVB proudly announces 
achievement of 100% networking of branches 
under Core Banking Solution 


All our 271 branches/offices (including Rural Branches) are now interconnected. 


Technological features: 


e All branches are RTGS enabled » Anywhere Banking facility 


(Instant transfer of funds to any » Cheques payable at par at all branches 


| Operational features: 
К | 
branch of any bank) for Multicity accounts 
| 
| 
| 


e Internet Banking” 

e Statement of account through e-mail 
e Access to over 13,000 ATMs 

e Prepaid cell phone recharging facility* 
e КМВ ATMs open to all VISA Card 


e Quick and hassle-free collection of 
cheques and remittance of funds 


г Savings account customers can 
withdraw and deposit money at par at 
any of our branches* 


e Free VISA Debit Card 
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Tuning Into FM 


Bidders go gaga over FM licences. 


HE MEDIA BOOM IN THE COUNTRY 
| notwithstanding, the market for 
radio, both in terms of adver- 
tising as well as audience, has been 
quite limited so far. Radio had a 
minuscule 2.4 per cent share of the 
total Rs 13,200-crore advertising 
pie in 2005; the year before, the fig- 
ure was 1.9 per cent of Rs 11,600 
' crore. And being free-to-air, radio 
` must depend on ads for revenue. 
Yet, the industry's modest income 
hasn't deterred a wave of fresh 
interest. The first three rounds of the 
second phase of bidding for FM radio 
licences saw around 100 companies pitch in 
from across the country. 

Reliance Entertainment-backed Adlabs has 
emerged the most aggressive bidder, winning 41 
frequencies out of the 165 allotted so far. It is 
estimated to have paid the government around Rs 

137 crore in licence fee. A total of 338 frequencies for 
10 years across 91 cities are on offer in the second phase. *Ours has been 
value-bidding. In North, which is quite a lucrative market, our average 
cost of acquisition stands at around Rs 1.25 lakh per frequency per 
month. That's a good bargain," says Rajesh Sawhney, President, 
Reliance Entertainment. Other prominent winners include Radio 
Today (part of the India Today Group, which publishes Business 
Today), Radio Mid-Day, Entertainment Network (Radio Mirchi of 
Bennett, Coleman & Co.), HT Music, Radio City and South Asia FM. 

The government's takings so far: Rs 661 crore by way of 
one-time entry fee. "The remaining two rounds for western and 
southern markets are expected to be more productive because these 
are quite developed markets," said a top official of the Ministry of 
Information & Broadcasting. The government had raised around 
Rs 100 crore in the first phase of bidding. 

By 2007, there will be 359 stations operating in the country. Will 
Indian advertising grow enough to sustain these many stations? 
“The radio market in India is underserved, both on the audience and 
the advertisers’ front. Private channels are likely to grow both,” 
says Sawhney. Globally, radio's share in total advertising is around 6- 
8 per cent and analysts expect the Indian market to catch up with the 
global average soon. "Indian advertising should be around Rs 20,000 
crore by 2007 and radio's share in it will be comfortably around 5 per 
cent," says Sunil Kumar, who runs a new media consultancy called Big 
River Radio. And radio being a low-cost business, that should be 
enough to sustain all, he adds. At the moment, that's just the sort of 
calculation the new players seem to be making. 
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PHARMA’S S-SPOT 


ICK UP THE LATEST REPORT ‘DRUG 
Discovery Outsourcing Market. in 
India and China' from Frost & Sullivan, 
and you'll be shocked to see the numbers 
the research agency has come up with. It 
says that the drug discovery outsourc- 
ing market for India was worth $2.81 bil- 
lion (Rs 12,645 crore) in 2004, and 
could grow to $7.54 billion (Rs 33,930 
crore) by 2011—-a CAGR of 15. per 
cent. Of the $2.81 billion, the pre-clin- 
ical discovery and development. mar- 
ket, estimates Frost & Sullivan, was 
worth $1.18 billion (Rs 5,310 crore) 
and the clinical development market, 
$1.63 billion (Rs 7,335 crore). By 
2011, they will be at $3.18 billion 
(Rs 14,310 crore) and $4.35 billion 
(Rs 19,575 crore), respectively. 
Pharma investors had better not lick 
their chops yet. Sure, drug discovery out- 
sourcing is a pharma sweet spot, but 
not as big a one as Frost & Sullivan says. 
Kiran Mazumdar-Shaw of Biocon for one 
puts the total outsourced R&D business 
(including clinical trials, discovery and 
bioinformatics) at $180 million (Rs 810 
crore). A more realistic McKinsey-FICCI 
study puts the outsourced R&D opportu- 
nity for India at $3.9 billion (Rs 17,550 
crore) by 2010. But everybody is agreed 
on one thing: "This is certainly a huge 
opportunity for India," says Deepanwita 
Chattopadhyay, CEO of ICICI Knowledge 
Park in Hyderabad. Only, Frost & Sullivan 
got carried away a bit. 
E. KUMAR SHARMA 





Indian CROs: Can you spot the dollars? 








"Our vision is to delight our customers by being 
available to them anywhere, anytime and any 
which way they choose to interact 


with Thomas Cook. 


Airtel Enterprise Services gave us 


a solution that integrates all our 


locations, delivering the same customer 


d experience anywhere, at all times." 

Anil Nadkarni 

Head, Information Technology 
Thomas Cook (India) Ltd 


Thomas Cook, India's leading travel house wanted to integrate all their locations so that a customer walking into any branch could just quote 
his customer ID and get the same high standard of service. We at Airtel Enterprise Services gave them an MPLS based network that led to 
a remarkable increase in productivity and customer satisfaction. 


Airtel Enterprise Services is a Strategic Business Unit especially created to deliver end-to-end telecom solutions, with platinum grade service. 
Backed by world class telecom infrastructure, global tie-ups and six sigma quality processes, we are here to help you conduct business@ease. 
So if you need a customised solution for your telecom needs, simply get in touch with us at 011-41519696. 


[л 
nterprise Services | www.airtel.in Air : 


Express Yourself | 
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Business Dailies: 
Two More On Anvil 


HT Media and DNA eye new segment. 


HE INDIAN MEDIA SPACE, IN GENERAL, IS BUZZING 
| with action. The print media, in particular, is wit- 
nessing cut throat competition in almost every 
market across the length and breadth of the country. 
But the loud noise in the marketplace hides one crucial 
fact—readership in India is among the lowest in the 
world; only 19 per cent of the total population reads ue 
publications of апу kind. Business newspapers account MESSEN == a 3 ' | ; | 
for an even smaller slice of the pie: 1.4 per cent of this , 
19 per cent. According to the second round of IRS 
2005, the readership of business newspapers, mainly 
four, came down to 1,135,000 in 2005 from 1,285,000 gastan Tt 227 == 
in 2003. The readership of business magazines, on Tos قاق‎ 
the other hand, grew from 1,673,000 to 1,785,000. ы Times: 1 1 ML 
So what explains HT Media and DNa’s enthusiasm to иги E reste NS pen $ Ar у! х 
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get into the business segment of the print media? ips us 

While HT Media plans to launch a new business daily, | = „е Же» 

DNA proposes to hive off its business section, DNA НТ Shobhana Bhartia: There's still space for business 

Money, into a standalone newspaper. “It’s the ab- 

sence of a quality product in the market,” says Suresh market booming, even small towns are talking stocks 

Balakrishnan, Chief Marketing Officer, DNA. “The now and there is clearly a need to service their 

market leader, accounting for over 50 per cent of the needs,” says C.V.L. Srinivas, СЕО, Maxus, a Group M 

total readership, has lost its steam over time. We intend media agency. 

to give readers a better option,” he says. According to estimates, business dailies get only 
Even advertisers agree that the business space about 8-10 per cent of the Rs 6,000-crore advertising 

needs new players. And there is definitely space fora that goes to the print media. Analysts expect the new 

strong #2. “So far, business readership was restricted players to expand the market. 

to metros and Class A towns. But with the stock ARCHNA SHUKLA 
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БАга COFFEE DAY: HEADING ABROAD 






AFE COFFEE DAY (CCD), THE CHAIN RUN BY THE AMALGAMATED BEAN COMPANY (ABC), IS 
C going global. As a part of this exercise, CCD recently opened its first outlet in 
Vienna. “Real estate is the single biggest cost in our business. And we were really 
surprised that rents in Vienna are lower than in Bangalore or Mumbai, while price 
realisations are 10 times as much,” says Naresh Malhotra, Director, CCD, wryly. Three 
more outlets are set to open shortly in what Malhotra calls “the eastern part of Western 
„ Europe. We will be present in Prague, Munich, Salzburg and Switzerland in the near 
2 2 future". In India, ABC has a chain of 263 Café Coffee Days spread across 61 cities 
5 (across all states, except Bihar), 350 Coffee Day Express counters (which are typically 
put up in BPOs and IT companies) and 8,000 Coffee Day takeaways (vending 
machines) across the country. Says Malhotra: “We have 35 million unique visitors per 
annum at all our outlets combined. Having established ourselves firmly in the domestic 
market, our aim now is to emerge as a global player.” 
New flavour: Going places VENKATESHA BABU 
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Fresh off his flight, Nikhil checks in with the home office 





It's been in your 
inbox since this 
morning. 


But | haven't seen 
the final doc... 







You really want me 
to read you 14 pages 
of Q4 numbers? 





What do | look like, 
a satellite dish? 
You've got to read 
it to me. 





Do you know how 
long that'll take? 
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The | CAN'T GET THE DATA WHEN | REALLY NEED IT era is over. 
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Yatra's Shringi (left) and Amin: All for the common man 


ebookers Ver. 2.0? 


Its two executives launch a new online firm. 


HE EMERGENCE OF NO-FRILLS AIRLINES REALLY 
| expanded the size of the air travel market in 
India, and brought it within the reach of the 
Indian masses (well, almost). Now, online travel 
services company Yatra Online is taking this a step fur- 
ther. Says Dhruv Shringi, co-founder of the company: 
"There has been no significant effort to look beyond the 
higher end of the market. Our objective is to get to the 
bottom of the pyramid, i.e., the common man." 

Shringi and his partner, Manish Amin, who till 
recently managed European online travel business 
ebookers Plc, before selling out to Cendant 
Corporation for $410 million (Rs 1,845 crore), 
recently roped in the ту18 Group, Reliance Capital and 
Norwest Venture Partners (NVP) as investors. 

Cash apart, each of the three investors brings some 
specialist expertise to the table. Says Haresh Chawla, 
CEO, TV18: "Transaction-based processing is a huge mar- 
ket. We have a large internet franchise and are keen on 
addressing that audience." Vab Goel, Partner, NVP, 
adds: "The middle class is today willing to spend 
money. And this is a huge market that is waiting to be 
addressed. And apart from our investment in Yatra, we 
are looking seriously at online transactions, media, 
mobile services and real time information." 

This is obviously a good time for the Indian trav- 
eller. In a statement to the stock exchanges recently, 
TV18 said it estimated that the travel-related business 
in India will touch $40 billion (Rs 1,80,000 crore) in 
2006 and $50 billion (Rs 2,20,000 crore) by 2009. 
Yatra will facilitate airline, railway and bus ticket 
bookings, reserve hotel rooms and rent cars across 
5,000 cities, towns and villages across the country. 

KRISHNA GOPALAN 
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Q&A 
"We'll Touch €1 Bn soon" 


ERND BOHR, AUTO- 

motive Group 

Chairman of Bosch 
GmbH, was in India re- 
cently to take stock of the 
€42-billion (Rs 2,26,800- 
crore) German MNC's four 
subsidiaries (including 
Mico and Bosch Chassis 
Systems). “In the last 10 
years, we have quadru- 
pled our sales here,” he 
told Br's Kumarka- 
ushalam. Excerpts: 


How close is the Bosch 
Group to building a €1-bil- 
lion presence in India? 

We are growing at 25 
per cent per annum. We 
have a solid relationship base with Indian cus- 
tomers. If we have three-four good years in succes- 
sion, we will be a €1-billion company in India. 





LALIT RANA 


How does India compare with China and Thailand? 

Our Chinese operations (€1.4 billion or Rs 7,560 
crore) clock twice as much in sales as our Indian 
companies. For us, China is 60 per cent automo- 
tive—in line with our global trend. In India, the share 
of our automotive group is higher, at 90 per cent 
share. We have a very small presence in Thailand. 


What is different about the Indian market? 

ГЇЇ call it challenges. The average car price is 
significantly lower than what you would fi 
in Europe or the us. Therefore, our enging 
needs adjusting to the overall cost level 
market. Secondly, the time-* 
short. When India moves, 
typical European cust 
to optimise an applicat 
12 to 18 months. 











So Bosch is now building fresh capabilin, 
Yes, we are investing €325 million (Rs D». 
between now and 2008. The funds will be 
for common rail injection system manufacturing; We. 
have also used it to increase our stake in Kalyani ` 1 
Brakes from 40 to 80 per cent. We also need ` 
additional capacity to service the export market. 


PERSONAL BANKING PRIVATE BANKING BUSINESS BANKING 


Someday, you'd like a bigger canvas. 
Plan for it today. 


What's a dream without a plan? 

Deutsche Bank presents db Financial Planning to help you fulfill your 
dreams. With the disciplined process of db Financial Planning we analyse 
your specific financial requirements as well as your investment objectives 
and risk appetite. This enables us to recommend customised solutions that 
are guided by your personal life goals. So that you get the canvas you 


always longed for, sooner than you thought. 





Call 5500 5700 


A Passion to Perform. Deutsche Bank 





Callers from Gurgaon and Noida, please prefix 9511 before dialing 
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Jingle All The Way 


The new BCCI team is in overdrive, raking in money from every conceivable source. 


HE BOARD OF CONTROL FOR 
Cricket in India (BCCI)— 


that’s such a long-winded 
and headline-unfriendly name; 
why can’t it be shortened to 
Cricket India or something 
similar?—may or may not get a 
Chief Executive Officer sitting 
atop a corporate structure, but it 
is certainly being run like an 
aggressive and nimble-footed 
marketing hot shop. 

Since assuming office on 
December 1, 2005, the new 
BCCI team has sewn up spon- 
sorship and endorsement deals 
worth Rs 550 crore, making 
Team India the most-sponsored 
team in the world. 

“All rights are being unbun- 
dled and sold individually," says 
Ratnakar Shetty, Executive Secr- 
etary, BCCI. The mantra: max- 
imise revenues. Thus, television, 
FM radio and satellite radio rights 
are being marketed separately. 
The Sahara Group has again won 
the right to be team sponsors 
for four years, paying a sum of 
Rs 313 crore, a 400 per cent 
increase over its previous three-year 
contract. The BCCI has also signed a 
five-year, Rs 196.99-crore deal with 
Us-based sports goods giant Nike 
for apparel sponsorship. As part of 
the deal, the Nike logo will feature 
on the sleeves of the players’ non- 
leading arm. Nike will also be 
allowed to sell Team India 
merchandise like shirts, caps, socks, 
wristbands, sunglasses, travelgear 
and headgear worldwide. Bccr's 
share: 10 per cent of total revenues. 
This is expected to rake in Rs 45 
crore over the life of the contract. 

"We reckon there are many 
more ways of making money," says 
Shetty. The BCCI is reportedly keen 
on tying up with official travel, 
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BCCI's Pawar: This pitch seems fine 


hospitality, communication and 
media partners. “The BCCI is taking 
path-breaking initiatives to lure 
new clients to cricket," says Preeta 
Singh, CEO of Percept D'Mark 
(India) Private Ltd. 

But all these figures will proba- 
bly look like small change once the 
television rights are awarded by 
next month. Doordarshan had won 
the 1999-2004 rights for Rs 248 
crore. ZEE TV and ESPN bid more 
than five times as much in 2004 
before a series of acrimonious law- 
suits scuttled the entire process. 
The process is expected to resume 
soon, and net the BCCI a sum of at 
least Rs 2,000 crore over five years. 

This is not at all surprising 
considering the popularity of the 





game. “Only cricket matches fea- 
turing India can rival the popu- 
larity of programmes such as 
Kyunki Saas..., Kahani Ghar... 
and KBC II,” says Singh. The 
average television rating points 
(TRPs) for cricket matches 
featuring India were at 7 per 
cent during prime time for 
general audiences and 9 per cent 
for males in the 15-44 age group. 
% In 2005, the total spend on 
cricket-related advertisements on 
television was Rs 540.34 crore. 
This is expected to increase at 
least 25-30 per cent this year. 
No wonder new BCCI 
President Sharad Pawar's team 
declared the Board and Team India 
to be the richest sports association 
and team in the world, respectively. 
That is not true. The National 
Basketball Association of the us, 
which has a $2.4-billion (Rs 10,800- 
crore), six-year television deal with 
ABC/ESPN, is the rightful claimant to 
the first title. And European football 
clubs like Chelsea and Manchester 
United, despite getting less 
sponsorship money than the BCCI, 
still earn massive sums from the sale 
of merchandise. But despite this, 
the Board, which has been the 
richest cricket board in the world for 
some time now, is putting some 
more distance between itself and 
others in the cricketing world. 
AHONA GHOSH 


1НЅҮХПО vavisanw 





It’s the future 
calling. 





Will your next mobile phone be a movie theatre? A credit card? A remote control 
for managing all of the things in your life? At Freescale, our 3G and 4G technologies 
will make your next mobile device more intelligent, better connected and easier 
to use than ever. When the future calls, we answer. freescale.com 


P, 


2° freescale’ 


semiconductor 


Freescale™ and the Freescale logo are trademarks of Freescale Semiconductor, Inc. All other product or service names are the property 
of their respective owners. Freescale Semiconductor, Inc. 2005 
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TOP OF VIND 





What: A mobile value-added service, tentatively 
called SMS Interactive TV, which will allow 
subscribers to interact with their television 
sets by way of playing games, quizzes, and 
chatting—in real time—over their cellphones 


How: The cellular operator, the interactive 
technology provider and the broadcaster are all 
linked. For instance, to participate in a real-time 
en crm quiz, the subscriber sends a text message to 
Fine vhatvup 6677 that is routed through the mobile 
operator to the solution provider's network 
operation centre, which compiles and for- 
mats the data before sending it to the broadcaster, who displays it on TV 


Who: The mobile value-added service is the handiwork of Cellnext 
Solutions, a fully-owned subsidiary of Faridabad-based Escorts Group 


When: Cellxnext, says its CEO A.D. Mehta, could launch the service by the 
end of January. Pricing of the service is yet to be announced 


SHALEEN AGRAWAL 

















Flying blues: Facing rough weather 


India's Dying 
Travel Agencies 


OR THE 2,000-ODD ACTIVE AIR 
F travel agents in the coun- 

try, survival has become an 
issue. At first glance, that doesn't 
make any sense. The number of air 
travellers has doubled to 22 million 
from 11 million four years ago. So 
why are the travel agents feeling 
threatened? For one, the number of 
tickets booked online has soared. 
The figure was negligible four years 
ago, but more and more passengers 
are buying tickets online. Why is 
online purchase of tickets growing? 
Partly because of better technol- 
ogy, but more because of the ar- 
rival of low-cost airlines, which 
are keen on cutting costs every 
possible way. That has meant 
lower and lower commission on 
tickets booked. “Just three years 
ago, the airlines used to pay a 9 
per cent commission on a ticket. 
Today, it is down to 5 per cent 
and is likely to go down further,” 
says Sunirmal Ghosh, Managing 
Director, Indo-Asia Tours. 

The hardest hit are the mid- 
dle-rung agents, who are getting 
squeezed from both sides—the big 
players are able to provide more 
services and, therefore, corner the 
bigger clients, while the economy 
travellers prefer the low-cost carri- 
ers. Where might the growing 
competition drive mid-level agents 
to? As a travel desk embedded 
inside corporates. That means, one 
way or another, the beleaguered 
travel agent will have to do more 
than just book tickets. 

ASHISH GUPTA 











The new business collection by 


Sams@nite 
Lifes о. Pern 


“To me, business isn't about wearing 
suits or pleasing stockholders. 

It's about being true to yourself, 
your ideas and focussing on the essentials.” 


Richard Branson, Chairman of Virgin 
and inspired world traveller. 


Pro-DLX: The business 
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P-WATCH 


A bird’s eye view of what’s hot and what’s 


not on the government's policy radar. 





SEB ANNOUNCES NEW NORMS TO CHECK MONEY LAUNDERING 


{Ру 


" ‘Sock eis o maintain crs ofal cash tras donis 0h 
its equivalent in foreign cu currency; 

P Records of share transactions by same or related 
they take place within one calendar month; — 

. Report all suspicious share transactions whether or not made in cash; and 

" Appointment of principal officer for ensuring compliance 


related parties below Rs 1 10 lakh when 


THE SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI) IS NOT TAKING ANY 





chances this time. Close on the heels of the ІРО scam, the stock market | 


watchdog has announced measures to check money laundering on the 
country’s bourses. SEBI has directed stockbrokers, merchant bankers, port- 
folio managers and all other market intermediaries to keep record of all 
cash transactions of more than Rs 10 lakh. Market intermediaries have also 
been advised to designate an officer as “Principal Officer" who will be 
responsible for ensuring compliance. But experts say the only way to pre- 
vent money laundering is to strictly enforce know-your-customer norms. 
ANAND ADHIKARI 


POVERTY MAY BEREDEFINED 


EVER SINCE ECONOMISTS V.M. DANDEKAR AND N. RATH CAME OUT WITH THEIR 


path-breaking study “Poverty in India” in 1971, the calculation of 
poverty has remained unchanged: those who can afford 2,400 calories of 
food per day in rural areas and 2,100 calories in urban areas are 
considered above the poverty line. Nearly 26.2 per cent of India's 
population lived below the poverty line in 1999-2000 and around 20 per 
cent does so today. Now, Deputy Chairman of the Planning Commission 
Montek Singh Ahluwalia wants the definition of poverty to take into 
account other key parameters such as access to healthcare, clean drinking 
water and sanitation. Theoretically, this can change the dynamics of 
poverty alleviation programmes in the country, but the new parameters 
are difficult to measure and, therefore, can lend themselves to abuse. 
ASHISH GUPTA 


NOW,A CEPA WITH KOREA 
BILATERALISM REMAINS THE FLAVOUR OF THE SEASON IN DELHI'S CORRIDORS OF 
power. The government is now planning to ink a Comprehensive Economic 








Partnership Agreement (CEPA) with South Korea. The decision was taken after | 


an Indo-Korean Joint Study Group, comprising government officials, econo- 
mists and representatives of business communities from the two countries, rec- 
ommended that an India-Korea CEPA will boost economic partnership between 
the two countries. “The СЕРА will also form a bridge between South Asia and 
North East Asia and, possibly, lay the foundation for even larger regional eco- 
nomic integration across Asia," says the report. So much for multilateralism. 
ASHISH GUPTA 
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NEW STAMP ACT 


THE GOVERNMENT IS PLANNING TO 
amend the century-old, and 


thoroughly outdated, Stamp Act 


of 1899 to recognise the de- 
mat form and allow for e-filing of 
documents. Despite being a 
central Act, various state gov- 
ernments have made conflicting 
amendments which has made 
its implementation across the 
country a virtual nightmare. So, 
the amendment is hopefully 
another step towards creating a 
common Indian market. 
ASHISH GUPTA 





DRUG PARKS : 
BELEAGUERED DOMESTIC PHARMA- 
ceutical companies, hit hard by 
pricing pressures and increasing 
litigations, can now look forward 
to some good news. The govem- 
ment has invited expression of 
interest (Eol) from private players 
for setting up 25 integrated 
pharma parks over the next five 
years. There will be separate 
parks for bulk drugs and 
formulations. The government 
is willing to bear 40 per cent of 
the cost of each park, subject to 
a maximum of Rs 40 crore 
each. Drug companies can at 
last look forward to world-class 
infrastructure soon. 

ASHISH GUPTA 
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The next big step. | 
Managed. 


Your market expansion strategy. j| 
And your growing communication network. 3 
Both top priority. Both needing special attention. 
Enter managed services. The service providers. :) 
Experts who specialize in areas like IP VPN, ' 
Network Security and Managed Voice among others. i 
Ensuring that the technology you incorporate in your business 1 
is always up-to-date, scalable and accessible. 


& When choosing a service provider, look for the Cisco Powered Network logo. 
m Ci SC 0. It stands for a network built end-to-end with Cisco equipment. 
Powered Meeting the highest standards of performance, reliability and security. 
So that you can focus on what you should. The growth of your business. 
To know more about how managed services can help you grow your Я 
business, log on to cisco.com/in/cpn 
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For further information, call toll-free: 1600-221-777 • Bangalore: 080-51265177 • Mumbai: 022-56765551 • New Delhi: 011-51750158 
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SUMEET INDER SINGH 


CURRENT 


HEADLINER 


Shiv Nadar 


SHIV NADAR'S HCL TECHNOLOGIES MAY 
not be India’s biggest IT vendor, but 
it has bagged the biggest co-sourcing 
contract. Last fortnight, the Noida- 
headquartered company announced 
it had won a $333-million (Rs 
1,498-crore) co-sourcing deal to 
provide complete IT services to 
Germany's electrical retailer, DSG 
International. The multi-year deal 
involves system development, ap- 
plication delivery, IT infrastructure 
support and maintenance. “In the 
last six months alone, this is the 
` fourth large co-sourcing deal being 
announced by HCL—with this being 
the largest so far this year," Nadar, 
said in a release. HCL's new deal 
seems to confirm a trend that had 
started last year, when ABN-AMRO 
announced a mega outsourcing deal 
involving IBM, Accenture, TCS, 
Infosys and Patni Computer. Not 
only was the deal large at $2.2 bil- 
lion, but it was novel for the number 
of vendors involved. Some analysts 
have dubbed this trend the third 
generation of outsourcing, meaning 
that vendors are coming together to 
bid and then apportion the deal. 
IT's gravy train is on a roll, alright. 
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HCL Technologies bags another big-ticket co-sourcing 


contract from a German retailer. 


Getting Ready 
For 3G 


VYHIW NYAIA 





Bharti's Mittal: Waiting for spectrum 


BHARTI TELE-VENTURES COULD INVEST 
as much as $1 billion (Rs 4,500 
crore) in its 3G services, the com- 
pany's chairman Sunil Bharti Mittal 
has said. 3G is the third generation 
of mobile telephony and would al- 
low subscribers to get video on their 
handsets. “We are definitely keen to 
offer 3G mobile broadband service 
nationally...especially since we have 
two of the world’s biggest names in 
3G (Vodafone and SingTel) among 
our principal foreign stakeholders,” 
Mittal told reporters in Kolkata 
recently. However, Bharti’s plans 
will depend on the government 
allocating additional spectrum to 
the cellular operators. A committee, 
comprising members from the 
defence and telecom industries, has 
been set up to formulate the policy. 


Spanner In 
The Deal 


THE THREE-YEAR-OLD IMPASSE OVER 
Bajaj Auto’s acquisition of 27 per 
cent stake in Maharashtra Scooters 
Ltd (MSL) came close to an end, but 
not quite. After arbitrator Justice 
Arvind Sawant came up with a price 
of Rs 151.61 a share—less than 
half of MSL’s current stock price— 
the state government announced 





that it would protect investor 
interest (read: Western Maharashtra 
Development Corporation). It’s 
over to Rahul Bajaj. 


GM Rolls In 
The Aveo 





GMI's Rajeev Chaba: New additions 


GENERAL MOTORS INDIA (GMI) FINALLY 
unveiled its much-awaited Aveo 
(which is the Daewoo Kalos), along 
with a sportier Chevrolet Optra. 
The Aveo will be available in a 1.4- 
litre engine hatchback and a 1.6- 
litre sedan. GMI, which sold 30,837 
cars in 2005, hopes to sell 50,000 
cars this year. Some analysts feel 
the Aveo may just do the trick. 


GROWING APPETITE 


Overseas issues by Indian firms have jumped. 


9 9 5 7 15 48 
21,031 
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Figures are money raised in Rs crore Source: Prime Database 
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SIDDHARTHA RAY 





Data Access’ Ray: Where did the money go? 


OT TOO LONG AGO, SIDDHARTHA RAY'S DATA ACCESS 
was India’s second-largest international long 
distance (ILD) service provider to telecom companies. 
Today, his company has entered liquidation and 
Ray himself has been charged with defrauding inv- 
estors. The Economic Office Wing (EOW) of the 
Tamil Nadu state police is investigating the charges 
against Data Access and Ray, but the man himself 
must have had plenty of time to reflect on the sudden 
unravelling of his firm. On January 19, he emerged 
from Central Prison in Chennai after spending 60 days 
in custody, Ray was granted bail after he produced 
two sureties of Rs 1 lakh each and surrendered his 
passport. He has been asked not to leave Chennai. 
Ray, who couldn't be contacted for the story, 
was arrested following a complaint filed in March 
2005 by Chennai-based Cheran Holdings, which, 
along with KCP Associates Holdings (KCPH), had 
acquired shares in Data Access after a planned IPO 
did not meet with SEBI's approval and had to be 
scrapped. CHPL and KCPH have alleged that Ray 
fraudulently induced them into investing Rs 33 crore 
into the cash-starved Data Access, which has lia- 
bilities of Rs 700 crore. 
Earlier, on November 18, 2005, the Delhi High 


' Court had ordered winding up of the company on a 


petition filed by Pacific Convergence Corporation 
Ltd. (PCCL), an early investor (of $10 million or Rs 
45 crore) in the company. CHPL challenged the 
petition alleging PCCL's involvement in the fraud, but 
the High Court rejected it. With Data Access now 
wound up, and much of Ray's property transferred 
into different names—as alleged by the Cheran 
Holdings—chances of any recovery seem bleak. 
SHALEEN AGRAWAL 





NUMBERS OF NOTE 


$100 billion (Rs 4,50,000 crore): The value of 
325 global outsourcing contracts up for renewal over 
the next 12-24 months 


2,941. The number of patents IBM earned in 
2005, the eighth year in a row it received more 
than 2,000 patents 


500,000: The estimated number of ringtones 
downloaded in India every day, generating around 
Rs 200 crore annually 


1 ,055. Airbus' net orders for 2005 as 
compared to its US rival Boeing's 1,002 


$400 billion (Rs 18,00,000 crore): Budget deficit 
projected by The White House for 2006. The figure is 
3.1 per cent of gross domestic product (GDP) and a 
sharp increase over its July forecast. The White House 
has blamed the surge largely on costs of recovering 
from Hurricane Katrina 


$1.5 trillion (Rs 67,50,000 crore): The amount 
China plans to spend over the next five years on energy 
and transport, areas severely strained by its breakneck 
pace of growth in recent years, according to its 
National Development and Reform Commission 


1 billion plus: The number of people that the World 
Health Organization estimates are overweight. 

If current trends continue, that number will reach 

1.5 billion by 2015 


2,000. The number of new jobs added in the 
Silicon Valley region in 2005 for the first time in four 
years, according to a report by Joint Venture Silicon 
Valley, a non-profit organisation. It found that Silicon 
Valley companies employed 1.15 million people in 
2005, a 0.2 per cent gain over the previous year 


$818.9 bilion (Rs 36,85,050 crore): China's 
foreign currency reserves in 2005, a rise of 34 per cent 
over the previous year. The reserves rose by $208.9 
billion from the end of 2004, news reports said. At 
that rate, China's reserves could reach $1 trillion this 
year, surpassing Japan's, which stand at $846.9 bil- 
lion—the world's biggest 


$120 bition (Rs 5,40,000 
crore): What consumers spend 
on fast food worldwide 





EMERGING MARKET POTENTIAL INDICATORS 


The Emerging Economies comprise more than half of the world's population. Here's how they stack up for those companies keen to tap their resources 


Market 1 Market Market Consumption Commercial Economi Marke Country 


Infrastructure Freedom Receptivity Risk 


Rank — Index Rank — Index 
98 79 
87 
37 
94 
88 
84 
100 
56 
11 
37 
46 








e. )KVO: Not just FII inflows from Japan, the land of rising 

kb sun is increasingly warming up to the Indian market. We 
have Indian Finance Minister P. Chidambaram's word for 
that. He says Japanese majors such as Kansai Paints, 
Daihatsu, Mitsubishi Chemicals, Suzuki and Honda have 
big investment plans for the country. 





ш An indexing study is made by MSU-CIBER to help the companies to compare 
the Emerging Markets with each other on several dimensions. 


i Eight dimensions are chosen to represent the market potential of a country 
over a scale of 1 to 100, and they are given weights to contribute to the 
overall market potential index. 


For an explanation of these dimensions, their weights in the overall index, 
and the variables that are used to construct those dimensions, see 
http://globaledge.msu.edn/ibrd/marketpot.asp 
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“Many companies don’t understand yet 
that outsourcing isn’t about exporting jobs. 
It’s about importing innovation” 


Strategy guru in BusinessWeek 


“The initial expectations (in India) have 

not been met. And parts of this are probably 
attributable to a level of western European 
arrogance” 


Fiat's global chief, in The Times of India 


“The changes I’m talking about will affect 
the entire media landscape, whether you are 
in television, radio, music, movies—the 
whole thing" 


Walt Disney CEO m new channels of distribution, including 


idband internet, wireless phone networks, and video-on-demand, 





rune 


“There was a lot of hope that Google was 

going to raise all boats, but it didn’t. If you’re 
a tech IPO, the market’s going to look at you 
more closely. The water needs to be warmer” 


President, National Venture Capital Association, on why 





Google s skyrx ting stock wasn't enough to jump-start underwriting 


demand for IPOs, in Forbes 


“A few years down the road, sure. It would be 
foolish not to see it as a threat. The first 
Toyotas were laughable, back in the ‘50s, the 
first Hyundais that we saw were laughable” 


GM Vice Chairman on China looming as yet another threat, 


to Reuters 


“The generation that isn’t interested in voting 

is the same generation which, all the signs are, 

isn’t much interested in reading newspapers” 
Editor, The Guardian, at a lecture organised by 


The Hindu 


“I don't have the luxury of a biggest challenge. 
I have got a lot of them” 
CEO, Ford, when asked by BusinessWeek what bis biggest 


allenge this year was 


“If you don't want to work for Wal-Mart, 
no one's twisting your arms. Go somewhere 
else and work" 

US House Republican Leader in AP 


bt noted 


DEMANDED: Rs 
500 crore of ONGC 
by ULFA (United 
Liberation Front of 
Assam) militants. 
In response, the en- 
ergy giant decided 
to beef up security 
at its facilities in Assam. 





APPOINTED: Sanak Mishra, as CEO 
of Mittal Steel’s proposed 12-million- 
tonne steel project in Jharkhand. He 
joins from state-run Steel Authority of 
India Ltd., where until recently, he was 
a board member and Managing Director 
of its Rourkela steel plant. Mishra will 
first oversee a detailed project report to 
identify the location of the plant, iron 
ore, coal mines and water sources for 
the mining and steel making opera- 
tions in the mineral-rich state. 


LAUNCHED: By Nasscom, the 
National Skills Registry, the first ever 
centralised database of employees of IT 
services and BPO companies. The reg- 
istry will be managed by the National 
Securities Depository Ltd. IT and BPO 
aspirants and existing industry emp- 
loyees can register themselves either onl- 
ine or through three empanelled points 
of sale. NSDL has empanelled seven 
background checking agencies, inc- 


luding Advantage Quest, KPMG, 
Finserv, Pres Enterprises, Top Securities 
and Onicra Credit Rating, to run the req- 
uired verification checks. 


TOP MARKET: India, for Singapore 
tourism in 2005, with 5.83 lakh vis- 
itors to the island nation. This is the 
first time that India has emerged as 
one of Singapore's top five markets. 


EMERGED: 
Gurgaon, as the 
favourite destina- 
tion for Fortune 
500 companies. 
Twenty per cent of 
these companies 
have already set 
up their operational bases in this town. 
According to an Assocham and Deloitte 
study, the number is expected to dou- 
ble by 2010. Gurgaon will thus have 
the potential to employ around 4 lakh 
people by 2010. 


REJECTED: By IIM-A, a demand 
by the Maharashtra government to 
reserve seats for Maharashtrians in 
a centre the institute had planned on 
opening in Mumbai. IIM-A has 
dropped its Mumbai plans stating 
that it could not sacrifice merit as a 
criterion for selecting students. 


WHARTON GLOBAL ALUMNI MEET 


HARTON SCHOOL OF 

Business celebrated 
its 125th Global Alumni 
Forum 2006 in Mumbai. 
It also marked the first 
time the Infosys-Wharton 
business transformation 
awards were presented in 
India. Talking about the 
reason behind holding this 
event in India, N. R 
Narayana Murthy, 
Chairman, Infosys 


High quality biz education, the Wharton way 


Technologies, said, “It is all part of building a brand here.” Patrick T. Harker, 
Wharton's Dean, said that in September 2006, the school would launch 
India Knowledge, an exchange programme with the Indian School of 
Business. “Our aim is to help build (ISB) as an equal,” Harker said. 


38 BUSINESS TODAY FEBRUARY 12 2006 


AHONA GHOSH 








WV XIWNOS 














Lalu's grand plan: Will it work? 


SINGLE JOB HAS ITS BENEFITS. CONSIDER 
Union Railway Minister Lalu 
Prasad Yadav. Ever since his Rashtriya 
Janata Dal lost the Bihar state elec- 
tions, he's been spending more time in 
Delhi at his Rail Bhavan headquarters. 
And now, he's come up with a plan 
that could hugely facilitate movement 
of goods between major ports. Come 
Rail Budget day last week of February, 
Yadav will unveil an ambitious, 
Rs 60,000-crore plan to create a rail 
freight corridor that will connect Delhi, 
Mumbai, Howrah and Chennai. The 
primary intention is to stem railways' 
loss of freight to road, but industry 
bodies like Assocham say that it will be 
beneficial to companies. One major 
benefit from the project could be the 
entry of private players into the rail 
freight movement business, domi- 
nated so far by the state-owned 
Concor. But Assocham's Secretary 
General D.S. Rawat feels there is no 
threat to Concor. "It has an edge 
over other players by way of avail- 
able infrastructure. Moreover, since 
the private participation will come in 
a phased manner, Concor will get 
enough time to upgrade to respond 
to the competition," he says. Happily 
for Lalu, the Japanese government 
has promised assistance. But, the 
Planning Commission, which has 
to approve funds for the rail freight 
corridor, could still red flag Lalu's 

grand plans. 
SHALEEN AGRAWAL 
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im new car. 
amrat just boug self a new ca cc kotak 


You're probably as excited as he is. Mutual Fund 


Think Investments, Think Kotak 





The more people spend, Three-fold increase in car ownership is expected over the next 10 years.* 


Invest in Kotak Lifestyle and ride the sectors that benefit from the changing lifestyle, 


the more our investors earn. Be it Travel, Auto, Retail or Entertainment... everyone's spending. For you. 








urce: Hindu Business Line Jan 2005 
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Highlights: Open-ended Equity Growth Scheme. Investment Objective: To generate Long Term ( 
companies, which are likely to benefit by changing lifestyle and rising consumerism in India. Investrr 
the remainder will be invested in debt and money market securities. Options: Growth dend Pa 
NAV thereafter. Load during МК Load: Nil, Exit load: F 
defined under the ulations: ^ investment through 
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urchase by a Fund-of-Funds Scheme as 
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Risk Factors: Mutual Fund investments are subject to market risks; there is no assurance that the Sct 
depending on factors and forces affecting securities markets. Past performance of S 
Scheme's name and does not indicate its quality, prospects or returns 
Marketability, Credit, Redemption and Se 


actives will be achieved. NAV of the Scheme's Units can go up / down 
indicate the Scheme's future performance. Kotak Lifestyle Fund is only the 
and Equity Related Securities, Derivatives, Interest rate, Liquidity / 
( domestic economy may affect the 









Debt. Since the Scheme proposes 
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whichever is earlier, from close of NFO of open-en 5 ongoing basis for each calendar quart q tl heme / p В! guidelines, and investor 
money redeemed at applicable NAV. If an investor breaches th 9 ] 


imit, a rebalancing period of 1 C 
excess exposure. Failing which would lead to automatic redemption on the applicable NAV on the y. Kotak Mahindra Bank L ‘sible for any loss or shortfall 
resulting from the operations of the Scheme. Statutory: Kotak Mahindra Mutual Fund is a Tr jian Trusts Act, 1882). Investment Manager: Kotak Mahindra Asset Management 
Company Ltd. Sponsor: Kotak Mahindra Bank Ltd. (liability Rs. NIL). Trustee: Kotak Mahindra Trustee Company Ltd. Before investing please read the Offer Document. 
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A survey of CEOs, top managers and consumers in India. 


TOP MANAGERS SAY 
Above World Standards (55) 


Can't Say (3 









Below (22) Same (20) 


BARRIERS TO PRODUCING HIGH 
QUALITY PRODUCTS 


12 A: Quality finishing 
is non-existent 

B: Lack of finance 

C: Attitude towards work 
D: Lack of unity or cooperation 
E: Corruption 

F: Government policies 

G: Political interference 

The above are responses of CEOs 


HOW IMPORTANT IS IT TO 
PRODUCE GOOD QUALITY 
PRODUCTS? 


1 





Extremely Less 
2000 m" 2005 
The above are responses of corporate India 


All figures in per cent 


Important 


CONSUMERS SAY 
Can't Say (5) 







Same (40) __ Below (20) 


CEOS’ REASONS FOR NOT 
APPLYING FOR QUALITY 
CERTIFICATION 


20 





A B C D E F 


A: Does not lead to any significant result 

B: Is of no relevance to my industry 

C: Requires too much time and effort 

D: Costs too much 

E: It is just a buzzword and has no relevance 
F: All of the above 


CEOS SAY QUALITY HELPS 
Customer (15) 





Profit (25) 


WHY DO CEOS’ INITIATIVES FAIL? 
Because of... 


Top Mgmt. . 


24 
; 34 
Middle Mer ы 7 
Wr 38 
Supply Chain n 
A 
Resource 14 2 a 2m 


Source: Indian Merchant Chambers 
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s Ketan 


ES, says SEBI 
0, says Ketan 


BRIAN CARVALHO & MAHESH NAYAK 
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IS PIERCING EYES BETRAY NO FEAR, ONLY THE PAIN OF 
punishment, loss and four trips to the pen. Slivers of | 
grey around the temples and a spartan blue shirt are 
лп stark contrast to the poster-boy flamboyance in 
the glory years. In a once-bustling office adjacent to 
BR Jeejeebhoy Towers, home of the Bombay Stock 
Exchange on bountiful Dalal Street, an eerie silence prevails. 
This is where yesterday's Big Bull Ketan Parekh spends most of his work- 
ing hours. But don't expect to catch him trading maniacally in a dealing room; 
he's apparently doing something much dour-—preparing the groundwork 
to attend and answer courts. “This is the biggest bull market rally in 
Indian history, and we've missed it," shrugs the man who stands accused of 
using truckloads of bank funds to manipulate share prices, which eventually 
lead to a market crash in 2001. *We have eight agencies to answer to. I had 
six offices, only one is left. Of my 400 employees, only 40 are left with me. 
We have to run this office just to answer queries from the various agencies like the 
CBI (Central Bureau of Investigation), the Income-Tax department, $ЕВЇ (Securities and 
_ Exchange Board of India), and—now the new one—the Serious Fraud Investigation Office.” 














































































































































































































The earlier name of Jermyn Plc is 
Triumph Securities UK, Pic, a 100 per 
cent subsidiary of Triumph International 
Finance (India) Ltd (TIFIL), a KP-related 
entity, which had Dharmesh Doshi as 
Managing Director 


? In order to circumvent SEBI 
prohibitions on KP and related entities 
from dealing in Indian securities markets 
directly or indirectly, Jermyn Capital 
LLC was incorporated in September 
2003 to deal in the Indian markets 


* Following CBI investigations, KP and 
three other co-accused directors of 
TIFIL were arrested in connection 
with the stock market scam of 2001 
in May 2002. Dharmesh Doshi evaded 
arrest and is still absconding. A Red 
Corner Notice has been issued against 
him by Interpol 


Ф Hugh Hamilton Andrews is the sole shareholder of 
Jermyn Plc, Dharmesh Doshi has been employed 
as director and Jermyn has no relation with KP 


@ No KP-related entities are either shareholders or 
beneficial owners of Jermyn 


@® Doshi has told Jermyn that the Red Corner Notice 
issued by the CBI is an abuse of process in India, 
and he has approached Interpol in this matter 


AS DOES KP 


© Triumph Securities UK, Plc, was sold out once 
KP’s woes began in 2001 


@ No connection with Jermyn, not allowed to 
travel abroad, busy fighting cases, answering courts 


@ The problem was with me, not with Dharmesh, 
His only problem was that he was a director on 
Triumph International Finance, which got into trouble 
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Ame meh we Gun Hom GG M ойы MD GM, HU AS HA нк мик зым жөн HT aue тит Gus VUA Ge AX ddr Mb ne PU Sei cir Gum жыр эш um MS зил (pn Kar эр 


| HARMESH DOSHI’S ORIGINS IN THE INDIAN EQUITIES 
D can be traced back to 1993 when, along with 
one Dharmen Shah, he flagged off Oxford International 

! Finance India. A chartered accountant, Doshi's tryst with 





family bought into Oxford, subsequent to which the company's name was 
changed to Triumph International Finance (India) Ltd (TIFIL). Doshi now 
held: 31. per cent in the listed TIFIL, with KP and his brother Kartik Parekh 
owning 15.5 per cent. 

When the 2001 securities scandal erupted, SEB! promptly de- 
barred TIFIL from trading in the markets and the CBI duly got into the 
act by arresting KP and three other TIFIL directors. Doshi flew out to 
London, apparently to. evade arrest, following which an Interpol Red 
Comer Notice was issued against him. It's from here on that things get 
hazy. According to SEBI, in June 2002, Triumph Securities UK Plc, a 
100 per cent subsidiary of TIFIL, was renamed Jermyn Capital Partners. 
Doshi, who was Managing Director of TIFIL, became a director of 
Jermyn, looking after key functions, even after the purported sale of 
Triumph Securities UK, says SEBI, which is pretty sure that Jermyn 
Capital was created in order to circumvent its ban. on KP from dealing 
in the Indian markets. Jermyn's contention of course is that Doshi resigned 
as MD of TIFIL in December 2001 (before the sale to Jermyn Investments 
and Holdings), that Doshi is employed as a director and compliance of- 
ficer, and that Jermyn Capital was not incorporated by KP or his related 
entities. As Doshi told BT: "Hugh Hamilton Andrews owns 100 per cent 
of Jermyn Capital Partners Plc and 40 per cent оѓ, Jermyn Capital 


LLC. At any stage, | and Ketan Parekh did not hold any shares in Jermyn < 


Capital Partners Plc or Triumph Securities UK Plc. | am absolutely clear 
that | have done nothing wrong at any stage and am being victimised. 
My family has never been in stockbroking busine: . | have been in cap- 
ital markets for the past. 20 years after - prt s 
completing chartered accountancy. , 

‘In the last 20:years, not once has i 
there been an allegation of wrong do- 
ing, except dragging me in to. various 
matters by various agencies in the 
Ketan Parekh matter.” и 
Meantime, :Doshi’s woes аге ^ 
mounting. In October 2005, a non- ™ 
bailable warrant was issued against him 
by the court of honourable Chief Judicial: 
Magistrate, Ahmedabad (at the instance 
of the CBI), and his passport has 
been revoked. "The focus ap- 4 
pears to have: shifted from. KP 
to me," quips Doshi. Jermyn, for 
its part, has challenged- SEBI's . 
stance (which has taken the 
shape of an interim order), and 
Doshi will doubtless pull out all 
Stops to prove his innocence. 
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Ketan Parekh took place five years later, when the Parekh 
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> SEBI since July 2, 2004, under the 


. managed four foreign currency con- 





To be sure, KP (as he was better 
known) and his companies. stand 
accused of countless violations (see 
Still In Тре Doch), but the most 
damaging price he has had to pay 
for his role in the securities scandal 
of 2001 is a blanket ban from deal- 
ing in stocks in India for 14 years. 
But can you keep. a once-upon-a- 
time big bull down for too long, 
particularly at a time when the mar- 
kets are a rage, and the indices on 
fire? If SEBI is to be believed, KP isin- 
deed back, this time in the guise 
of a foreign institutional investor 
(FI). “In order to circumvent the 
prohibitions imposed by SEBI on 
Ketan Parekh and related entities 
from dealing in Indian securities 
market directly. or-indirectly...a 
new entity was incorporated in 
September. 2003 by the name of 
Jermyn Capital LLC for dealing in 
the Indian securities market,” is 
how a SEBI interim order against 
Jermyn Capital LLC damningly puts 
it. According to the market watch- 
dog, the UAE-based Jermyn Capital 
LLC is an associate of the UK-based’ 
Jermyn Capital Partners Plc. Now 
the UK company, says SEBI, is noth- 
ing but a new avatar of Triumph 
Securities UK, Ріс, a 100 per cent 
subsidiary of Triumph International 
Finance (India) Ltd, а KP-related o 
broking entity that's still listed on the 
Indian exchanges, but which has 
had its registration cancelled by sEBI. 

In end-November the regula- 
tor directed Taib Bank, a registered 
FII, to stop trading in Indian secu- — 
rities on behalf of its sub-account 
Jermyn Capital шс, which has been 
registered as an Fil sub-account with 

















foreign corporate category. Data 
compiled by вт reveals that asa 
merchant banker, Jermyn Capital 


vettible bond (FCCb) issues valued at 


$213. 50 million or Rs 960.75 


E crore, three issues of global depos- 


itory receipts (GDRs) worth $65.7 


million or Rs 295.65 crore, and 














both the Jermyn companies 
(largely Jermyn Capital LLC) 
had picked up stakes of over 1 
per cent in 12 Indian listed 
companies as of September 
30, 2005. sEBI's number- 
crunching reveals that since 
its registration as a sub-ac- 
count (in July 2004), up until 
October 31, 2005, Jermyn 
Capital LLC traded in 254 
scrips in the Indian market 
with gross purchases worth 
Rs 321.35 crore and gross 
sales totalling Rs 281.59 crore. 
The regulator has passed an 
interim order in which it has 
indefinitely suspended Jermyn 
Capital LLC from accessing 
Indian equities, as it does not 
consider it “fit and proper” 
under ЕП regulations. 

The numbers involved may 
not be huge, but clearly what's 
got SEBI's goat is the gumption 
of a man who's been hauled up 
by, besides the securities watch- 
dog, the Сві, the Enforcement 
Directorate, and the Serious 
Fraud Investigation Office (un- 
der the Department of 
Company Affairs), the last 
named having recently begun 
investigations into 16 KP com- 
panies for possible violations of 
the Companies Act. But has 
SEBI got it right this time 
round? The fallen-from-grace broker 
thinks not. “I have nothing to do 
with Jermyn. I am not allowed to 
travel out of the country. How can 
I trade?" Jermyn Capital, too, has 
been quick to rubbish sEB/'s charges. 
“No kp-related entities are either 
shareholders or beneficial owners 
or in the management of Jermyn,” is 
its counter to the regulator's charges. 








SEBI doesn't think Jermyn Capital LLC 
is "fit and proper" as per ЕП 
regulations, as the market regulator 
suspects that the firm has links with 
Dharmesh Doshi and Ketan Parekh. 
Here’s what Jermyn has been up to in 
Indian markets as a: 


INSTRUMENT | 





KP, for his part, points out that 
it’s ridiculous to associate him with 
Jermyn, at a time when he’s already 
been painted into a corner and has 
seemingly insurmountable odds 
against him. “True, 1 can trade from 
anywhere in the world in equities. 
But the question is not whether | 
can trade or not. The question is: 
Who will trade with me? Ketan 


Parekh and Harshad Mehta 
are names that are globally as- 
sociated with scams. Besides, 
who will trade with you when 
you do not have a passport, 
can't travel?" 

The former market mover 
may have a point, but it's here 
that the crucial role of one of 
KP's former associates, Dhar- 
mesh Doshi, comes into play. 
À chartered accountant, Dos- 
hi's tryst with Ketan Parekh 
took place in 1998, when the 
Parekh family bought into 
Doshi's company, Oxford 
International Finance India. 
Oxford's name was then 
changed to Triumph Intern- 
ational Finance (India) Ltd 
(ПЕШ), with Doshi holding 31 
per cent and KP and his brother 
Kartik owning 15.5 per cent. 
When the 2001 market scam 
came to light, sEBi banned TIFL 
from trading in the markets 
and the CBI arrested KP and 
three other TIFIL directors. 
Doshi flew out to London, ap- 
parently to evade arrest; an 
Interpol Red Corner Notice 
was also issued against him. A 
SEBI official points out that it 
could be Doshi—a former 
Managing Director of TIFIL— 
who masterminded the oper- 
ation from thereon, by first 
being instrumental in the rechris- 
tening of Triumph Securities UK Plc 
to Jermyn Capital Partners Plc, and 
then becoming a director of Jermyn 
Capital Partners Plc, looking after 
key functions. The upshot: Even as 
KP was back home away from the 
markets and busy fighting his count- 
less cases, SEBI believes his associate 
was, in Fil clothing, actively dealing 


THE MOST DAMAGING PRICE KP HAD TO PAY FOR HIS ROLE IN 
THE SECURITIES SCANDAL OF 2001 IS A BLANKET BAN FROM 


DEALING IN 


STOCKS IN INDIA FOR 14 YEARS 
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BUT CAN THE ONCE-UPON-A-TIME BIG BULL BE KEPT DOWN FOR 





TOO LONG? IF SEBI IS TO BE BELIEVED. KP IS BACK THIS TIME IN 


THE GUISE OF A FOREIGN INSTITUTIONAL INVESTOR 





STILL IN THE DOCK 





Here's a list of penalties slapped on 
yesterday's Big Bull, along with in- 
vestigations that are still under way: 


@ KP and six stockbroking entities 
associated with him have been 
debarred by SEBI from undertaking 
any fresh business as a stockbroker 
or merchant banker 


@ SEBI cancelled the certificate 

of stockbroking registration granted 
to Triumph International Finance 
(India) Ltd 


@ SEBI cancelled the certificate of 
registration granted to five broking 
entities associated with/controlled 
by KP 


€ SEBI prohibited KP and nine 
related entities from buying, selling 
or dealing in securities directly or 
indirectly and also debarred them 
from associating with the securities 
market for 14 years . 


@ CBI arrested KP and three other 
co-accused directors of TIFIL in 
connection with the scam 


@ The Enforcement Directorate (ED) | 


has found that KP and other dire- 
ctors of TIFIL violated provisions of 
the Foreign Exchange Management 
Act. The ED imposed a penalty of 
Rs 1 crore on TIFIL, Rs 20 lakh on 
KP and another director, and Rs 10 
lakh on two other directors 


€ The Serious Fraud Investigation 
Office, under the Department of . 
Company Affairs, is investigating 
16 KP companies for any violation 
of the Companies Act 1956, as 
per a mandate given by the Joint 
Parliamentary Committee 
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` List includes only those companies in which Jermyr's holding exceeds 1:per cent. 


in Indian equities. 

When BT contacted Doshi, he 
denied such charges. “Regarding 
Jermyn Capital, the name was 
changed when change of owner- 
ship happened. Ketan Parekh was 


never a shareholder or director of 


Triumph Securities UK Plc or Jermyn 
Capital Partners Plc. Meanwhile, 
at any stage, I did not own any 
shares in Jermyn Capital Partners Plc 
or Triumph Securities UK Plc. (One) 
Hugh Hamilton Andrews owns 100 
per cent of Jermyn Capital Partners 
Plc and 40 per cent of Jermyn 
Capital LLC." Jermyn's contention is 
that whilst it has no connection 
with KP, “neither TIFIL nor Doshi 
has been barred by sEBI from dealing 
in the Indian securities market. An 
order of SEBI dated May 16, 2002, 
only prevents TIFIL from being a 


COMPANY 


HOLDER'S NAME 


lermyn Capt 
Jermyn. Capi 
Jermyn Capi 
Jermyn Capi 
ermyn Capital 





Jermyn 
Jermyn, Capita 
Jermyn Capi 
: Jermyn Capita 
Jermyn. Capita 


ermyn Capi 
Jermyn Capi 


| ES stock broker.” And KP 


has this to say. “ЅЕВІ is trying to link 
Dharmesh with me, which is stupid. 
Anyone can claim to trade on my 
behalf. Nothing can be ruled out, 
but it's stupid to make such a con- 
clusion. It's a grey area. The accu- 
sation that Dharmesh is trading on 
my behalf needs to be substanti- 
ated. The matter is in court. 
Dharmesh and Jermyn have gone to 
court. I have nothing to do with 


- them in this matter.” 


If seBr’s оп the ball, Ke could 
well be the lynchpin of the Triu- 
mph-turned-Jermyn masterplan, 
but the focus is increasingly shifting 
from КР to Doshi. “The problem 
was with me and not with 
Dharmesh,” offers KP gallantly. “His 
only problem was that he was one 


of the directors of Triumph 


STAKE HELD NO.OF 


SHARES 








Capi 




















* Jermyn Capital Partners Ріс holds 4.87% (1,273,771 shares) 
| Note: Jermyn Capital LLC and Jermyn Capital Partners Plc are associate companies 


Source; CMIE 


f 
ais 










ЧУЕВОІЮ . 
eon aot: 


We wont rest 
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EXCLUSIVE: INTERVIEW WITH KETAN PAREKH 


^| Can Trade Internationally, 
But Who Will Trade With Me?” 


E DIDN’T WANT TO BE IN- 
H terviewed, and the only rea- 

son Ketan Parekh met 
Business Today is that he “wanted 
to clarify certain things that have 
been written in the context of 
Dharmesh (Doshi). Beyond that we 
have enough problems on our 
hands.” Excerpts from BT's attempt 
at an interview: 


So are you back in the Indian stock 
market? 

Basically one of our old partners in 
Triumph (Dharmesh Doshi) is an 
employee with Jermyn Capital. SEBI 
thinks I am involved with Jermyn. I 
have nothing to do with Jermyn. I 
am not allowed to travel out of the 
country. How can I trade? I continue 
to be banned from operating in the 
market (for 14 years, of which four 
are now over). | am more busy fight- 
ing our cases, attending and an- 
swering courts, trying to resolve 
matters. SEBI does not allow us to 
have any direct or indirect associa- 
tion with the market. But we have 
appealed against this order. 


What is the equation between you and 
Dharmesh Doshi? 

It (Triumph Securities UK, Plc) was 
our overseas subsidiary. Dharmesh 
Doshi was abroad. He (Doshi) was 
allowed to travel. The problem was 
with me and not with Dharmesh. 
His only problem was that he was 
one of the directors of Triumph 
International Finance (the locally- 
listed entity), which got into trouble. 
He has been unnecessarily dragged 
into this. The (Interpol) Red Corner 
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alert against him is because we owed 
money to a private client. Personally 
he doesn't owe anybody anyth- 
ing...you are trying to link Dhar- 
mesh with me, which is stupid. Any- 
one can claim to trade on my behalf. 
Nothing can be ruled out, but it's 
stupid to make such a conclusion. 
It's a grey area. The accusation that 
Dharmesh is trading on my behalf 
needs to be substantiated. The mat- 
ter is in court. Dharmesh and Jerm- 
yn have gone to court. I have noth- 
ing to do with them. Why will I 
go to court in this matter? 


So you've not participated in the 
ongoing bull run? 

Yes, this is the biggest bull rally, 
and we've missed it. We have eight 
agencies to answer to. I had six 





offices, only one is left. Of my 400 
employees, only 40 are left with 
me. We have to run the office just 
to answer queries from the various 
agencies like the CBI, the Income- 
Tax department, SEBI, and—now 
the new one—the Serious Fraud 
Investigation Office. There are 13- 
14 cases pending. We have been 
suspended and debarred from trad- 
ing. Where then is the question that 
we are trading. With surveillance 
from the Bombay Stock Exchange 
(BSE) and SEBI, which is the best in 
the world today, how can we even 
dream of trading? 


Are you allowed to trade in other mar- 
kets (international or non-equity)? 

I am not banned from accessing 
international markets. I could trade 


|. the infamous K-10 stocks. T 











n not going to answer anything | 
n the market. As I said, we have 
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KP SAYS IF HE CLEARS 
HIS LIABILITIES, HE 
COULD BE BACK IN 
TWO-THREE YEARS 


International Finance (the locally- 
listed entity), which got into trouble. 
He has been unnecessarily dragged 
into this." Doshi, too, wonders why 
"the focus of the order has shifted 
from Ketan Parekh to me person- 
ally. There is definitely more than 
what meets the eye in terms of 
SEBI’s agenda... am not charged or 
convicted by any court in India." 
Doshi has apparently informed 


Jermyn that the Interpol Red, 


Corner notice issued by the СВІ is 
*an abuse of process in India", 
and that he has approached 
Interpol in this matter. 

At the time of writing, Jermyn 
Capital Luc had challenged SEBI’s 
interim order, and the matter is 
currently with the Securities App- 
ellate Tribunal, and a final order 
may be a few months away. SEBI’s 
burning priority is to debar Jermyn 
Capital LLC from accessing the 
Indian markets, but the billion-dol- 
lar question is whether it can 
establish the arguably tenuous link 
between Jermyn, Doshi and kr. m 

ADDITIONAL REPORTING 
BY ASHISH GUPTA 
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DID ROOPALBEN 
DO YOU IN (T00)? 


Ec THEMASTERMIND 
E He's thellynchpin who 
provides tê logistics, the 
money (501 ыг 
the game plan 









FINANCIER 
He gets his money back oncedthe _ 
operation is complete qf " rt 
compensated via shafes inan 
off-market deal. Hê may or may 

not be involveddn the IPO scam 








ТНЕ 
OPERATORS 
AND THE 

OPERATION 


How the IPO allotment 
process was abused, 
and a killing was made. 


ON SUCCESSFUL eiu | THE FRONT ENTITIES” 

ALLOTMENT... TH | Typically small-time folk Who play 

The shares from each ofthe benami DA the foot soldier soleo the hilt by 
accounts are transferred to few opening thousands of demat and 
select accounts of the frontin аљ. ~ bank accounts in collusion with 
off-market deal prior to the IPO. listing. branches of banks and depository 
These shares are then transferred û ã = | Participants. They apply for IPOs under 
clutch of operators or directly to m _ "the retail'eategory with few common 
the mastermind in a further addresses, earning Rs 5-10 per 
off-market transaction. The application; alternatively they're 
mastermind then sells the shares compensated via a specified 
on the very first day of listing commission based on allotment 
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If you missed out on IPO allotments, perhaps she’s to blame, along 





with other fronts who would corner new issue subscriptions via tens 
of thousands of demat and bank accounts with fictitious names. 
. Also involved: Banks, brokers and registrars. 


HE’S BEEN MAKING THE 
headlines because of the 
humungous number of 
fictitious demat accounts 
that have been traced 


back to her, a little over: 
27,000 at last count (demat, or de- 


materialised, accounts need to be 
opened when an individual wants to 
buy or sell shares, which are held 
electronically in the account). But 
Roopalben Nareshbhai Panchal is by 
no means the first individual to be 


using this ploy to corner chunks of 


allotments to initial public offer- 
ings (IPOs). Consider for instance 


Purshottam Budhwani, who was 


ahead of Panchal in the benami de- 
mat account opening race By a day. 
Budhwani flagged off his spree on 
June 26, 2003, with 110-accounts, 
whereas Roopalben was off the 
block on June 27, with 196 ас- 
counts. The dates are significant 
because that was around the time 
the PÒ of auto giant Maruti Udyog 


Ltd (MUL) received an overwhelming. 


response from investors. The MUL-is- 
sue eventually got oversubscribed 
nine times when it closed on June 


19, 2003. And it's no surprise that 


Budhwani, who has seemingly de- 


prived thousands of genuine retail 
investors from getting allotment, is © 


now a suspect on the hit list of the 
Securities & Exchange Board of 
India (SEB). The market watchdog 
suspects Budhwani has been a front 
for alleged operators and financiers 
abusing the IPO allotment process. 
Budhwani's stratagem was sim- 
ple: Open accounts in batches of 
hundred and thousands at different 


ANAND ADHIKARI 


intervals. After the mid-2003 binge, 


Budhwani got into the act again in 


"October 2004 by opening 424 ac- 


counts, and once again nine months 
later with 2,822 accounts, That's 
why this gentleman's role is suspe- 


‚сей in garnering shares in many 


high-profile Pos, including Shop- 
pers’ Stop, Provogue India and IL&rs 
Investmart. In its first phase of in- 
vestigations, SEBI is probing all IPOs 
post-June 2005; but the regulator 
will also investigate issues prior to 
that cut-off, considering many of 
these benami demat accounts came 


of a set of operators who master- 


minded the scam, possibly along - | 


with financiers who could have 
masqueraded as small investors by _ 
creating thousands of accounts, with 
the help of people like Roopalben 
and Budhwani, in the retail cate- 
gory. These investors used to get the 
shares back through off-market 
transactions before listing. Kirit 
Somaiya, President, Investors’ Grie- 
vances Forum (IGF), demands that 
the real financial beneficiaries 
behind the multiple PO scam should — 
be first brought to book. “The profit 


THE SCORECARD SO FAR 


SEBI has begun to crack the whip. 


lil Benamiffictitious accounts detected=47,926 
il Suspected front entities banned by SEBI=04 
Wi Suspected masterminds or financiers banned by SEBI=35 


lll Arrests=None, yet 


up in early 2003. Roopalben's high 
jinks pretty much mirror Budh- 
wani's—2,166 in calendar 2003, 
and 6,807 in the following year, 
with hundreds of the accounts bav- 


ing popular last names such as Gan- 


dhi, Patel, Pandya and Rathod. 


But in the midst of these names 


and mind-boggling numbers, it’s 


easy to get caught up with Roo- 
_palben and Budhwani, thereby let- 


ting the bigger picture fade away. 
After all, these two entities are just 
the pawns in a very elaborate game 
plan that involves several other 
players, big and small. sEBi’s 
preliminary findings reveal the role 


pocketed by such operators should 
be distributed amongst the retail 
investors," suggests Somaiya. 
Bahubali Shah, Chairman, Lok 
Prakashan Group апаа publisher of 
Gujarat Samachar daily, is one of the 


35 suspected financiers (or benefi ` 
ciaries) banned from future IPOS, 


although Shah claims he has not 
received any notice from SEBI so far. 
— When asked whether he had in- 
deed received Infrastructure Deve- 


lopment Finance Company (IDFC) 


shares before listing in an off-market 
transaction, Shah shot back to gr: “I 
don't know Roopalben Panchal. 
Гита genuine investor in the market 
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and always invest in IPOs under the 
high net-worth category." He adds 
that he does lend money in the 
market, but to companies and not 
to any individuals. 

SEBI has also come down heav- 
ily on the depository participants 
(pps) where the accounts are opened 
(stocks are held in electronic form in 
a depository, which has agents who 
are the prs). “The fact that DPs 
failed to exercise even basic due 
diligence gives rise to a suspicion 
that they have actively colluded 
with the perpetrators,” say. SEBI’s 
preliminary findings. The regula- 
tor also smells the connivance of DPs 
and brokers, as most DPs also runs 
stockbroking businesses from the 
same premises. Example: Rajendra 
Jhunjhunwala’s Pratik Stock Vision 
Pvt. Ltd, a broking-cum-depository 
firm near Dalal Street, which has, 
according to SEBI, played a key role 
in doling out thousands of demat 
accounts with fictitious names—all 
with a single address—in the Yes 
Bank ipo (the biggest fish, of course, 
in this IPO was Roopalben, who op- 
erated through 6,315 benami 
names, with Karvy as the DP and 
Bharat Overseas as the bank). Yes 
Bank, which offered shares at Rs 45, 
made its debut at Rs 60 per share in 
July 2005. That’s a cool profit of Rs 
15 per share on listing day for all 
investors, including the scamsters. 

In the meanwhile, an inspection 
by the National Securities Depo- 
sitory Ltd (NSDL), one of the 


BHASKAR PAUL 


THE WEB OF DECEIT 





NO. OF SUSPECTED 


Banks, brokers, merchant bankers, they're all caught in it. 





IGF's Somaiya: Wants the scam 
masterminds brought to book 


country's two depositories which 
houses 72. lakh рр accounts, reveals 
Karvy Stockbroking’s рр has more 
than 20,000 accounts where 150 
different addresses were common 
(Karvy totally has 7.5 lakh ac- 
counts), But is there any ceiling on 
how many DP accounts a client can 
open? Motilal Oswal, Chairman, 
Motilal Oswal Securities Ltd, says 
there is no restriction in opening 
multiple demat accounts. “There 
are some 32 clients where we have 
seen multiple accounts numbering 
140, but guidelines don’t prevent in- 
vestors from opening multiple 
accounts,” reasons Oswal. A top 


DEPOSITORY PARTICIPANT 


BENAMI DEMAT A/Cs 





Roopalben Panchal | 
Purshottam Budhwani 
ManojdevSeksara —— 
Sugandh Estate 
Source: SEBI 
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27,064 
8,476 


2,205 
10,181 








~ Каму Stockbroking — 
Karvy/Pratik/Anagram/ 





Karvy Stockbroking 





ING Vysya& HDFC Bank — — — — 
_ Кату Stockbroking — 






official of HDFC Bank has responded 
by saying that multiple accounts 
had been opened at various points 
of time between 1999 and 2002, in 
compliance with sEBI's know-your- 
customer (KYC) norms prevailing at 
that point in time. They may be 
right, but even as DPs claim that 
there are not too many benami ac- 
counts, a massive drive is under 
way in the market to close these 
fictitious, dematerialised accounts 
before sEBI comes out with more 
names іп a new set of IPOs. 

Then there аге the banks. - 
Sources reveal that fronts like 
Roopalben and Budhwani first 
cracked the banking system to gain 
entry into the depository network. 
“It was easier to do that in the more 
remote branches or by colluding 
with branch managers. Once you 
can produce a bank certificate, it's 
easy to get a demat account," 
reveals a source. “There are also 
instances of bulk accounts being 
introduced by sub-brokers," adds 
the source. Adds C.B. Bhave, 
Managing Director, NSDL: “There is 
a genuine fear that if somebody 
breaks through the bank, he can 
easily break through the deposi- 
tory systems." 

Roopalben had Bharat Overseas 
Bank as her-bank for over 27,000 
dematerialised accounts, with. the 
account numbers bearing continu- 
ous serial numbers. Undoubtedly, 
banks played a key role in the IPO 
abuse. Many also extended loans 





. Bharat Overseas Bank 
HDFC Bank & ING Vysya Bank 
. Not known. 

Vijaya Bank 
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to these fictitious entities possibly 
with the purpose of earning interest 
and other charges. Inspections by 
the RBI are already under way to 
find out if any of the banks involved 
violated the КҮС norms. Bharat 
Overseas Bank, HDFC Bank, Indian 
Overseas Bank, ING Vysya Bank and 
Vijaya Bank are on the apex bank’s 
watch list. “We are taking severe 
punitive, corrective and futuristic 
steps to avoid such recurrences in 
future,” says G. Krishna Murthy, 
Chairman & MD, Bharat Overseas 
Bank, in which the benami account 
phenomenon was rampant. “Action 
is on the way,” he threatens. Insiders 
claim suspension of officials and 
termination of branch licences, plus 
fraud charges against the customers 
who violated the system, are the 
penalties that could be slapped. 

Bank of Rajasthan’s Netivali Lok- 
gram Kalyan Branch also figures in 
the list of multiple applications (157 
of them) in the Yes Bank ІРО. 

P.K. Tayal, Chairman of the 
bank, counters by saying that all 
the 157 applicants in Yes Bank were 
financed by the Kalyan Branch. 
“The bank wanted to make sure 
that the refunds should go to the 
branch first as a precautionary meas- 
ure,” is Tayal’s explanation. 

High-profile merchant bank- 
ers—Kotak Mahindra Capital Co., 
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IPOS ON SEBI'S WATCHLIST 


PERIOD 


IPO 


RETAIL 
OVERSUBSCRIPTION 
(NUMBER OF TIMES) 


Маг. '05 Gateway Distriparks 


Sept. '05 Suzlon Energy 


psP Merrill Lynch, Enam Financial 
Consultants and SBI Capital 
Markets—are also not above suspi- 
cion, along with the registrars to 
the issue, Karvy Computershare be- 
ing the most prominent of them. 
“The role of every market interme- 
diary is defined by SEBI. We strictly 
work under that framework,” de- 
fends Indrajit Gupta, Managing 
Director, SBI Capital Markets, even 
as he refused to answer any other 
questions on IPO abuse. One mer- 
chant banker, on the condition of 





Oswal: Says there is no bar on 
opening multiple demat accounts 


t 





anonymity, passes the buck to the 
registrar. “It has always been the 
registrar’s job to weed out multiple 
applications in an IPO,” he says. An 
official at Karvy Computershare, 
however, claims that “the same ad- 
dress did not alert us because fin- 
anciers tend to give single address. 
It’s a common market practice”. 

Clearly the blame game will con- 
tinue, with registrars pointing the 
finger at financiers, banks at DPs, 
and vice versa. After the Yes Bank 
investigation, SEBI has revived its 
MAPIN scheme—the market partici- 
pants and investors integrated data- 
base to enhance investor protec- 
tion— with biometric fingerprinting; 
more such measures are on the anvil 
both from SEBI and the RBI. Clearly 
the need of the hour is better com- 
pliance, and close coordination be- 
tween the apex bank, the exchanges 
and the depository system. 
Meantime, Roopalben is abscond- 
ing, and the income-tax authorities 
have got into the act by surveying all 
the entities named by SEBI. Somaiya 
calls for investigation of all involved 
entities “for manipulation of prices 
in the secondary market through 
multiple demat accounts”. But if 
retail investors become sceptical of 
the entire IPO allotment process, 
irreparable damage might have 
already been done. Ш 
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bt aviation 


Jet’s Naresh Goyal 
says the Sahara 
acquisition will benefit 
the airline’s share- 
holders. But has he 
paid too much to buy 
market share 

and parking bays? 
KUMARKAUSHALAM 


S IT TURNED OUT, THE 
King of Indian Avia- 
tion, Naresh Goyal, 
never really let Air 
Sahara go off his radar. 
So on January 18, four months 
after dealmakers from Ernst & 
Young first made the pitch to him, 
the Jet Airways Chairman signed 
the all-cash deal to buy the rival 
airline for about $510 million (Rs 
2,295 crore), turning his 13-year-old 
airline into the biggest domestic 
player, with Rs 5,750 crore in com- 
bined revenues and a fleet of 80 
aircraft, doing a staggering 426 
flights a day (that's one every three 
minutes), ferrying 39,500 passen- 
gers. By contrast, his closest com- 
petitor, the state-owned Indian, has 
a fleet of 70, 330 daily flights (inc- 
luding 50 international), translat- 
ing into 26,000 passengers flown 
every day. Little wonder, a visibly 
happy Goyal told reporters at a 
press conference in Mumbai that 
the deal “will give us economies of 
scale, reduce cost of operations and 
grow revenues and profitability". 
The previous evening, January 
18, Goyal and his team—comprising 
Executive Director Saroj Datta, non- 
Executive Director Victoriano P. 
Dungca, Auditor Rajesh Chaturvedi, 
2 lawyer Rustam Gagrat, and former 
> board member and adviser T.N.V. 


2 King Goyal: The Sahara deal makes 
him the biggest operator 





Aiyyar—boarded Sahara Group 
supremo Subrata Roy’s personal 
jet to Lucknow airport, from where 
they were ferried by car to Roy’s 
sprawling residence-cum-office at 
Sahara Shahar in the city. Accord- 
ing to sources present at the event, 
the deal was signed between 8.30 
p.m. and 9.00 p.m. Goyal, 56, and 
his team reached Mumbai at half- 
past-one next morning, and by 
9.30 a.m., a Jet board meeting was 
underway at Goyal’s seventh-floor 
apartment on Altamount Road to 
approve the deal. 

There’s no doubt that an addi- 
tional 12 per cent market share is 
nothing to sneeze at. Yet, sheer 
fleet size or market share may not 
be what got Goyal interested. 
There are two major reasons why 
he may have decided to push the 
throttle. One is the precious air- 
port infrastructure, manpower and 
international licences that Sahara 
has: 22 parking bays in four to five 
different airports, a 32,000 sq. ft. 
hangar in Delhi, and 260 pilots, 
all of which are in great demand 
(but in short supply) due to the 
current boom in the industry. 

But the other reason goes by 
the name of Vijay Mallya. The 
liquor baron and Chairman of UB 
Group, who entered the aviation 
business about a year ago with a 
“value carrier” Kingfisher Airlines, 
was until recently a serious con- 
tender for Sahara. Mallya vaulting 
to the #3 position on the back of 
Sahara would have been a prob- 
lem for Goyal, who’s already facing 
the heat from low-cost carriers such 
as Air Deccan and SpiceJet. Agrees 
a Mumbai-based analyst: “Jet 
couldn’t have let Kingfisher walk 
away with Sahara and emerge as a 
dominant competitor in such a short 
span of time.” Ravi Nedungadi, 
Ub's CFO and a trusted Mallya lieu- 
tenant, admits that was indeed the 
broad strategy: “We looked at 
Sahara to see if it could hasten our 
expansion in the market." 


JUMBO DEAL 


This is how the industry's biggest deal looks. 


FINANCIALS... ç < 


SAHARA 
(2004-05) 






(2004-05) 





All figures (except market share) in Rs crore 
© Jet will not be taking on any liabilities 


*Ondealday а Sept. 2005 figure 

ж Cumulative losses were wiped off in Sept. 2005 and Jet 
teported a surplus of Rs 313 crore 

AAsonJan. 18, 2006 N.A.: Not applicable 


THE FLEET STATS | 


Passengers flown in million, other figures in units 

* To increase to 15,000 by Feb. 2006 

Ф 2004-05 figure 

Source: Company reports 


Flying International 

For Jet and Kingfisher, there was 
another important asset that was 
embedded in Sahara: Its licences to 
fly five international destinations 
comprising Colombo, Singapore, 
Kathmandu, London, and Chicago. 
Jet already has licences for six over- 
seas destinations, including 
Singapore, Malaysia, Thailand, 
Hong Kong, the UK and the us, but 
Kingfisher will have to wait another 
four years before it becomes eligible 
to fly abroad. With Sahara in its 
bag, Jet becomes the only Indian 
private carrier that will fly intern- 
ational routes for the next three 
years. The us may elude Jet still. 
An American company, also called 
Jet Airways Inc., has blocked the 
Indian carrier’s entry, citing 





trademark infringement. Besides, 
the Us government is reportedly 
looking into Jet’s ownership 
structure, since Jet Airways Inc. 
has also alleged that the Indian 
airline has links to Al-Qaida. 
Why are international sectors so 
valuable? According to some back- 
of-the-envelope calculations, a 220- 
or 230-seater plane flying between, 
say, Mumbai and New York with a 
capacity utilisation of 70 per cent `; 
can rake in $100 million (Rs 450 . 


crore) in revenues a year. More - 


importantly, notes Air Sahara's Vice. 
President (Marketing) Alok Sharma, 
“international routes give 1.7 to 
1.8 times better margin than do- 
mestic routes." Why? Apart from 
local taxes, which are significant, an <- 
aircraft’s overheads do not rise in 


proportion to the distance travelled. ©- 


Compared to international car- 
riers, the Indian players have 
another major advantage: lower 
wage costs, not just of air crew, 
but ground staff and the entire 
supply chain. Jet, therefore, can 
afford to offer lower fares and yet 
make profits. According to a Jet 
official, 40 per cent of the com- 
bined entity’s revenues could come 
from international operations by 
2009-10. Says Subhash Goyal, 
Chairman, Stic Travels: “About 75 
per cent of outbound and inbound 
international passengers to and fro 
India use non-Indian carriers. So 
the.opportunity is immense.” Jet is 
gearing up for a big international 
push in 2007, when it will start 
taking deliveries of wide-bodied 
aircraft: 10 Boeing 777-300s and 10 
Airbus 330-2005. When вт went to 
press, it wasn’t clear if Sahara’s in- 
ternational licences would auto- 
matically be transferred to Jet, al- 
though that is clearly the calculation 
the acquirer is making: a third of 
Sahara’s valuation is actually for its 
international routes. 


What Can Go Wrong? 


Even as Goyal went about putting 
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Sahara supremo Roy: 
ut of the itor USI 
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the lid on the deal, his detractors 
were busy making a case for 
blocking the merger. Political parties 
like the RSP (in specific its member 
Abani Roy) and the Left Front 
raised an assortment of concerns, 
ranging from possible monopoly 
to investor and consumer protec- 
tion. At press time, it wasn’t clear if 
these issues would snowball. What 
was clear enough is that without 
his rivals adding to his problems, 
Goyal had enough things to worry 
about in making the merger work. 

Take the valuation to start with. 
The deal price of $510 million— 
itself whittled down from an ini- 
tial asking price of $700 million 
(Rs 3,150 crore)—means that Jet 
has valued Sahara in line with its 
own valuation. Some analysts, like 
sskI’s Nikhil Vora and Shiladitya 
Dasgupta, feel that “Air Sahara’s 
operations are not as efficient as 
Jet’s and, secondly, Jet’s valuations 
are significantly higher (17 times 
earnings) than valuations for full 
service carriers globally (which are 
10-12 times earnings)”. Adds Ub's 
Nedungadi: “We made an offer 
based on our understanding of the 
worth. It was significantly lower 
than the current deal." Disagrees 
Jayesh Desai, E&Y's National 
Director (Transactions Advisory 


58 BUSINESS TODAY FEBRUARY 12 2006 


THE DEAL WORKS FOR 
JET BECAUSE... 


It boosts its market share 
from 37 per cent to 49 per cent 
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Services), and the deal lead: *It's a 
steal at the price Jet got Sahara." 
Analysts Vora and Dasgupta, 
who maintained their underper- 
former rating on the stock soon af- 
ter the announcement, say that mere 
addition to capacity will not pro- 
vide competitive edge because “Jet is 
not significantly adding new routes. 
Frequency on a number of routes 
will overlap" meaning that the 12 
per cent addition to Jet's market 
share may not be simple arithmetic. 
Besides, the two analysts say that 
*managing costs and not market 
share is the need of the hour". 
Another hurdle could be getting the 
diverse cultures to work together. Jet 
has always been more professional 
and “western” in its outlook, while 
Sahara follows a “parivar” approach 
that is more benign. That means, 
on the one hand, getting Sahara's air 
hostesses to switch from sarees to 
short skirts and, on the other, sort- 
ing out seniority issues of pilots. 
Jet's acquisition also comes at a 
time when key executives are leav- 
ing. Peter Leuthi, Jet's coo of 
about three years, will retire at the 
end of April this year, and the air- 
line says it has no plans of filling his 
position. Possibly that's why it has 
asked some of Sahara's top man- 
agers, including President Rono 


...AND IT DOESN'T 
BECAUSE... 


Wi Duplication of routes and 
frequencies may mean that 

Sahara's 12 per cent market 

share gets reduced 


E Sahara has been valued in line 


Dutta, to stay on. 

When BT went to press, Goyal 
was in the process of putting 
together an integration team (pos- 
sibly headed by his wife and opera- 
tions in-charge Neeta) that would 
oversee the merger over the next 
four to five months. And the Jet 
stock was down to Rs 1,125 on 
January 20 from Rs 1,160 the 
previous day, when the deal was 
announced. A day later, Jet reported 
a 53 per cent drop in third-quarter 
net profit to Rs 61 crore. 

Goyal, though, is no stranger 
to either criticism or controversies. 
More than a decade ago, when he 
sought to make the leap from a 
general sales agent to an airline 
owner, there were enough people 
who laughed. But Goyal did not 
just launch an airline that set the 
benchmark for customer service, 
he survived repeated controversies 
over ownership of Jet to grow from 
strength to strength. 

Today, when he seeks to con- 
solidate his grip on the booming 
airline industry, there are sceptics 
too, and possibly he'll prove them 
wrong as well. Except that this 
time around, his stakes are much 
higher. Besides, the underdog of 
yesterday is today Enemy #1—at 
least of all rival airlines. m 
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In three years flat, tobacco-to-hotels-to-FMCG giant ITC has 


emerged as a major player in the packaged foods market. Here’s 
a look at how it is gobbling up market share. vENKATESHA BABU 


HEN CHAIRMAN YOGI C. 
Deveshwar declared that 
ITC’s aim was to become 


“the most trusted provider of food 
products in the Indian market”, it 
was met with 
polite sniggers. 
But that was 
three-and-a- 
half years ago dE 
(on May 26, 
















2002, to be precise). rrc had just 
entered the packaged and processed 
foods business and analysts doubted 
its prospects in the fiercely 
competitive sector. That's because 
building brands requires humungous 
amounts of money. And razor-thin 
margins ensure that returns often 
take years to materialise. Three 
years later, they are eating their 
words (with ITC's biscuits and snacks 
as accompaniments). 

“We entered the business only 
after conducting an extensive study 
on the prospects of the sector and 
the value that rrc could bring 
^ 
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to the table,” says Ravi $. Naware, 
Head of rrc Foods, which comprises 
four divisions—snacks (biscuits), 
RTE (ready to eat; popularly called 
the heat-'n'-eat segment), 
confectionery (candies and mints) 
and staples (atta or flour and salt). 

Of these, snacks contribute more 
than half of rrc Foods’ turnover of 
Rs 781 crore. This isn't surprising, 
considering that snacks account for 
the single largest chunk of the 
Rs 15,000-20,000-crore packaged 
foods market in India. Within this, 
biscuits make up a Rs 4,500-crore 
sub-set. Therefore, it was imperative 
for ITC Foods to stake out a signifi- 
cant presence here. It was also the 
most difficult market to break into. 
That's because Britannia, Parle and 
a host of smaller 
regional brands 
had sewed up 
the market 
between the- 
mselves. 

It needed 
some strategic 
thinking and 
nimble footwork 


"mm... to crack open this 
4X 26 market. “We decided 
— 


not to play on our competitors’ 
turf; our aim was to create new 
markets for ourselves. Thus, we 
introduced an Orange Marie, a but- 
terscotch cream biscuit, chilli flakes 
in a biscuit and even honey flavour, 
under the Sunfeast brand,” says 
Hemant Malik, Head of Marketing, 
ITC Foods. The company invested 
Rs 12 crore on setting up an R&D fa- 
cility to develop these new products. 

Its strategy is paying off. ITC 
Foods has a 9 per cent share in the 
biscuits market, in spite of having no 
presence whatsoever in the cookies, 
crackers, cheeselings and sweet-n-salt 
categories. Predictably, forays into 
these sub-segments are on the anvil. 
The competition is, however, putting 
up a brave front. “We are focussed 
on catering to the masses and our 
products are available in the smallest 
markets,” says a Parle spokesperson. 

Meanwhile, rrc Foods has 
launched Sunfeast Pasta, creating a 
new market segment in the process, 
and is believed to be considering 
the launch of instant noodles to 
take on Nestlé's Maggi. 

ITC has also carved out a 
significant share for itself in the RTE 
segment. Its hotels division employs 
some of the best chefs in the world. 
ITC Foods packaged some of their 
recipes in a ready to eat format and 
launched the Kitchens of India range, 
targeted at the top end of the 
market; and addressed the mass 
market with its umbrella Aashirvaad 
brand. Their combined market 
share: 25 per cent. It helped that 
there were no national players in the 
Rs 80-crore RTE market which was 
dominated by regional brands like 
MTR Foods and Tasty Bite. 

ITC Foods currently has two 
brands in the candies and mint 
segments of the Rs 1,200-crore 
confectionery market. Candyman, a 
hard-boiled candy available in a 
number of flavours, and Mint О, ITC 
Foods' only acquisition in the 
packaged foods segment (it bought 
the brand from Candico in 2003 
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“We decided not to play on our competitors’ 
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turf; our aim was to create new markets” 
Hemant Malik/ Head Of Marketing/ ITC Foods 


for an undisclosed amount), together 
give it an 8 per cent market share in 
confectioneries. Naware points out 
that ITC does not yet have any chew- 
ing gums, chocolates and lollipops in 
its portfolio, a hint, perhaps, at 
where future growth will come from. 

The truth is that this is one 
market that is proving difficult to 
prise open. ITC is still a distant 
number four (behind Perfetti, 
Nutrine and Parrys (i.e. Lotte). The 
grapevine, however, is buzzing that 
it is eyeing Nutrine. Says Naware: “I 


ITC Foods Versus The Rest 
2,242 


1,600 1,565 
1,300 


781 


“Û > Britannia | 
Nestle HLL 


Figures are turnover in Rs crore 


will not comment on specific 
acquisition plans; we are always 
looking for acquisitions that make 
business sense. (But that) depends on 
a right fit at the right price.” 

But it is in packaged atta that ITC 
has really come into its own. “We 
purchase wheat directly from the 
farmers (using the e-choupal 
network),” says Naware. The cost 
advantage apart, this direct link 
with the farm “enables us to supply 
atta that is superior to that sold by 
our competitors,” he adds. Rivals 
will, obviously, not accept such 
subjective statements as a given, but 
the numbers tell their own story. 
ITC's Aashirvaad brand is the clear 
leader in the Rs 600-crore packaged 
flour market with a share of around 
40 per cent. HLL’s Annapurna brand 
is in second spot with a market 
share of 18 per cent. 

In the Rs 400-crore organised 
salt market, Tata Salt is the market 
leader with a share of 28 per cent. 
Aashirvaad's share is less than 5 per 
cent. “Things will change once we 
start distributing it in more 
markets,” says Naware. 

ITC Foods has also recently 
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entered the Rs 700-crore branded 
spices (think powdered chilli, 
coriander, turmeric, garam masala) 
market. There are no national 
brands in this segment, which is 
dominated by regional players. 
“Aashirvaad is our umbrella brand 
for spices as well,” he adds. 


The Strategy 

ITC’s 5,400-strong e-choupal net- 
work covering 34,000 villages (the 
target: 25,000 e-choupals covering 
one lakh villages by 2010) gives it 
unparalleled procurement and 
distribution muscle. Says Naware: 
“Wheat is the primary input in the 
atta and biscuits segments, which 
contribute the bulk of our revenues. 
It is also the commodity in which 
we have the strongest presence. 
Our business model revolves around 
the wheat vertical.” 

ITC Foods also uses its parent’s 
well-oiled distribution channel to 
cut its marketing bill. “We reach 
nearly 1.5 million retail outlets,” 
says Malik. 

Interestingly, rrc Foods does not 
have any manufacturing facilities. 


Turnover Growth 
2002-03 60 

2003-04 
2004-05 
2005-06 
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357 





Figures are in Rs crore *BT estimates 


The ITC Foods Shelf 


Staple Foods 










Ready To Eat 20 
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Confectionery 





w Has two brands here. Kitchens of India for top 
end and Aashirvaad for mass market 

т Atta (42 per cent of a Rs 600-crore market) + Salt 
(5 per cent of a Rs 400-crore market) 

& Marie 6.6 ?5, Glucose 6.9 %, Cream 14.4 %, 
Milk 5 % 

æ Candies and Mints 

Figures are in Rs crore 
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“ITC’s aim is to become the most trusted 
provider of food products in India" 


Y C Deveshwar/ Chairmary ITC 


All manufacturing is outsourced, 
and the company only monitors 
quality through a system of checks. 
This can prove to be its Achilles' 
heel. Says a competitor on the 
condition of anonymity: *Not 
having its own manufacturing 
facilities may have lowered its entry 
costs, but it leads to quality 
problems; look at how rrc had to 
withdraw Bischips (a flour-based 
baked snack) from the market." 
Counters Malik: *Bischips wasn't 
withdrawn because of any quality 
problems. It was a product ahead of 
its time." But ITC is moving to plug 
this obvious gap in its value chain. It 
is setting up a Rs 100-crore biscuit 
manufacturing unit in Uttaranchal. 
*Work is in progress and the new 
plant will go on stream within the 
next six months," says Naware. 
Meanwhile, ITC Foods is 
aggressively building its brand. It 
has signed on Bollywood superstar 
Shah Rukh Khan as the ambassador 
for its Sunfeast brand. It has also 
rolled out a school contact 
programme to promote its biscuits, 
pastas and candies among kids. *We 
are devoting considerable energy 


and expense on building our 
brand," says Malik. He, however, 

declines to reveal any figures. 
Competitors complain that ITC 
Foods is buying market share by 
offering unsustainably high 
margins—15 per cent plus in some 
categories—to its channel partners. 
Malik dismisses this charge. *We 
pay at par with the industry leaders 
or our nearest competitors," he says. 
Even hardnosed business analysts 
are impressed by ITC Foods’ 
performance. Says Nikhil Vora, Vice 
President, Research, sski Securities: 
“Pm very bullish. Over the next 
couple of years, we expect it to turn 
profitable." Incidentally, rrc is 
entering more fast moving consumer 
goods (FMCG) segments. It plans to 
launch soaps and shampoos under 
the Superia brand name in February. 
What's next on the agenda? 
Naware laughs. *Our goal is to 
emerge as the largest player in the 
processed foods segment." That 
means ITC Foods has just sounded 
the bugle. From here on, its 

competitors are on notice. M 
ADDITIONAL REPORTING BY 
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HE’S BACK, AND HE HAS PLANS, 
BIG ONES, AND SOME 
RS 1,300 CRORE TO FUND THEM. 


T HAS BEEN JUST AROUND SIX 
months since Rajeev 
Chandrasekhar sold his tele- 

com company, ВРІ. 
Communications, netting a 

cool Rs 1,300 crore. In that 

period he has acquired a fiery red 
Lamborghini that can now give 
company to the BMW and Ferrari he 
has in his stable (he also owns two 
big bikes, including a Harley- 
Davidson Ultra Electra Glide and a 
Honda Gold Wing). He has smoked 
the peace pipe with father-in-law 
T.P.G. Nambiar, who alleged that 
the telecom businesses were his and 
were taken over deceitfully by 
Chandrasekhar. He has lost weight, 
lots of it, 17 kg, he tells this writer 
proudly. And he has figured out 
what to do with his time and money. 
This, the man says, is *Phase 
Ш” of his life. Phase I was when the 
son of an airforce officer from 
Kerala, graduated from the Manipal 
Institute of Technology, and lived 
the great Indian engineering dream 
by heading off to the Us for a 
Master's in Computer Science from 
the Illinois Institute of Technology, 
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Chicago, ibd a job with chip major 
Intel. Phase H was when he met 
fellow Indian and daughter of ВРІ. 
founder T.P.G. Nambiar, Anju, 
married her and returned to India, 
going to work with his wife's ‘fam- 
ily’ and eventually heading the 
group’s cellular telephony 
businesses, a business: BPL had 
entered at his insistence and thanks, 
he has admitted in the past, to his 
contacts (the late Rajesh Pilot, who 
had trained under Chandrasekhar’s 
father in the airforce, was India’s 
telecommunications minister then, 
and when he met the back-in-India 
and eager-to-get-ahead 
Chandrasekhar, he suggested that 
BPL try and bid for some of the 
cellular licences that the government 


“AFTER THE BPL DEAL, 


| | WAS CLEAR THAT WHAT | WANTED | 
| TO DO WAS IN A LOT OF WAYS WHAT 


| HAD EARLIER DONE—WHICH 
IS TO BUILD FRANCHISEES AND 
VENTURES” 








was auctioning off). Phase II was 
also when, much like Murphy pre- 
dicted, everything that could go 
wrong did go wrong—failed merg- 
ers, irate shareholders taking | 
Chandrasekhar to court, futile 
attempts to exit the business, and, 
finally, a bitter family spat with 
father-in-law Nambiar—and most 
people were busy writing off Rajeev 
Chandrasekhar. “Phase T,” they 
are likely to have scoffed if told of 
such a thing then. “What Phase 
IIT?" “It’s over for Rajeev.” 

Jupiter Capital is the name Phase 
Ш goes by іп Chandrasekhar's book. 
It is the name of the company that 
will serve as the parent, or hold- 
ing firm, for all the new businesses 
the man proposes to enter. “After 
the BPL deal, Twas clear that what I 


-wanted to do was in a lot of ways 


what I had earlier done—Nwhich is to 
build franchisees. and. ventures,” 
says Chandrasekhar, speaking for 
the first time to the media after he 
sold BPL Communications to the 


Essar Group (which, in turn, 
merged it with Hutchison-Essar). 


"Jupiter Capital, the way 1 see it, is 








f NVd990 AW SHAVUNOLOHG 


vävd 


a venture development 
management and investment 
company.” 

The venture bit is only apt; 
Chandrasekhar was consider- 
ing turning a venture capitalist 
with the proceeds of the sale of 
BPL Communications; and 
Jupiter will function, in part, as 
a venture capital firm, 
identifying new opportunities 
in a variety of areas. “We want 
to develop these opportunities 
into real businesses and sim- 
ultaneously bring in capital and 
management,” explains 
Chandrasekhar. “We are neither 
the classic vC nor are we the 
classic promoter. We are really 
trying to build something in 
between.” 


The Three Moons 

Of Jupiter 

Its hard to find fault with 
Chandrasekhar’s choice of focus 
areas, infrastructure and real 
estate, leisure, and technology. 
Some are already the next big 
things in the Indian business 
environment; others are cer- 
tainly businesses that can be that 
in the future. The infrastructure 
business promises to be regula- 
tions-heavy and capital-inten- 
sive, but Chandrasekhar has the 
money and has made a go of 
another regulations-heavy busi- 
ness, telecom (and the scope for 
raising debt in the infrastructure 
domain is, again, almost 
limitless, and Chandrasekhar 
knows a thing or two about do- 
ing that). Technology, as an area 
of interest, is easy to understand 
given Chandrasekhar’s creden- 
tials of having worked with Intel 
(that should count for 
something); in the technology 
business Rs 1,300 crore, even 
a tenth of that, is a lot of money. 
And the connection with leisure 
(which has, until now, taken 
the form of an investment in a 
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FM radio licence) comes from his 
own interest in music as much as the 
fact that under the new norms under 
which FM licences have been issued 
in India, companies stand a greater 
chance of making money than they 
did in the past. After six months of 
contemplation, Chandrasekhar has 
returned to basics. 

The infrastructure business, 
where Chandrasekhar has just 
launched a company, Hindustan 
Infrastructure with an equity base of 
Rs 400 crore—the equity base of 
every investor’s favourite infra- 
structure company, IVRCL, is Rs 
21.38 crore—will probably take up 
a lot of his time (and money) right 
now. “For the first time, there have 
been a set of policies and laws in the 
sector that allow for a meaningful 
private-public partnership,” he says. 
“Infrastructure and real estate are 
not easy sectors, (but) they are less 
risky than they were in 1994.” He 
quickly adds that they are far from 
“risk-free”. 

A few weeks ago, when India’s 
Railway Minister, the irrepressible 
Lalu Prasad Yadav, announced that 
the government would soon allow 
private companies to operate in the 
container transportation space, 
Jupiter was among the first com- 
panies to signal its intent to enter the 
business. One reason for this is 


Chandrasekhar’s bullishness; he has 
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spent the past six months under- 
standing the infrastructure business, 
speaking to friends, acquaintances, 
even others about it. Not too long 
ago, he was dining with a business- 
man when the two got around to 
talking about the economy, its 
prospects (good, it turned out), and 
the consequent impact on the move- 
ment of goods. “When an econ- 
omy grows at the rate of X per 
cent, the movement of goods grows 
at 3X per cent,” explains 
Chandrasekhar. Predictably, while 
Hindustan Infrastructure will focus 
on infrastructure at large, “trans- 
portation will remain its focus in 
the short-term.” 

There can be no doubting the 
potential of the infrastructure sector. 
Luis Miranda, President & CEO, 
IDFC, believes the opportunity is 
huge. “Just look at sectors such as 
roads, ports, and power,” he gushes. 

Chandrasekhar is equally excited 
about the leisure business (he will 
only get into those businesses that 
excite him). He is passionate about 
music (blues and rock in particular, 
the kind of music that anyone who 
has been to one of India’s better 
engineering colleges will swear by). 
His FM company Radio Indigo has 
won the licence to provide FM serv- 
ices in Bangalore. “It was music 
that led me to FM,” says 
Chandrasekhar, adding that the sta- 





tion will not become the private 
music player of “Rajeev”. For those 
who came in late, Radio Indigo was 
promoted by BPL Innovision (a 
Chandrasekhar baby) in 2000, and 
won licences to offer FM services 
in Mumbai, Delhi and Bangalore, 
among others. However, 
Chandrasekhar didn’t sign the 
licence agreement and the project 
never took off. 

The Bangalore licence will, if 
all goes well, be followed by others, 
related ventures (into things like 
internet radio and podcasting), even 
ventures into other aspects of the 
media business. The internet, adds 
Chandrasekhar, “looks interesting”, 
although he refuses to comment on 
jumping to Net 2.0, as everyone 
has started referring to second-gen- 
eration internet companies (that 
are just starting to sprout all over the 
world), which have very clear rev- 
enue and profit models. 

Twelve months from now, the 
FM station will be up, as will the 
transportation business. Then, there 
is the third strand, information 
technology. Chandrasekhar has 
looked at the BPO (business process 
outsourcing) business and walked 
away. “It (BPO) is a great area, but 
doesn't fire my imagination," he 
says . *We are looking at technology 
businesses of the future, areas like 
networking and security." Two 
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years ago, Chandrasekhar acquired 
a company named Tayana Software 
Solutions and this will likely be 
Jupiter’s vehicle for all investments 
in technology. Circa January 2006, 
however, it is evident that 
Chandrasekhar has more clarity 
about the transportation and leisure 
businesses than the technology one. 
Tech is a passion, all right, but it 
looks like it could take Tayana time 
to figure out what to do. 


The Other Side Of 

Rajeev Chandrasekhar 

After a hectic, sometimes harrowing 
time running BPL Communications, 
Chandrasekhar’s current schedule is 
much more relaxed. He sees his 
son off to school at 7.10 a.m, (that’s 
when the bus picks him up, so it is 
inflexible) and is in the office by 
7.30. He works till 5.30 p.m.; then 
it is time for a workout, then family. 
And his enduring passion (apart 
from music) remains cars. He won’t 
put an exact number on his stable 
but admits that it is “North of 20, 
South of 30.” — 

He remembers the time he spent 
running BPL’s mobile telephony busi- 
nesses fondly, and remains in touch 
with Bharti Tele-Ventures’ Sunil 
Mittal and Reliance Infocomm’s 
Anil Ambani, both individuals he 
got to know well, courtesy the tele- 
com business. And he claims 
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(rightly, it emerges) that although 
BPL Mobile went through its share of 
troubles (lack of capital, in the 
main), it did well, and is still doing 
well, in the circles in which it 
operates. “It (the experience in the 
telecom sector) was dramatic in 
terms of shaping me. I learnt what 
people would have normally learnt 
in 30 years” 

However, although most of the 
company’s employees chose to stick 
by Chandrasekhar, shareholders 
and partners do not recall him very 
fondly. The foreign shareholders, 
led primarily by Actis (then 
Commonwealth Development 
Corporation), took Chandrasekhar 
to court, alleging that they had not 
been consulted about a possible 
merger of BPL’s mobile businesses 
and those of the Birla-Tata-AT&T 
combine (now Idea Cellular). The 
merger eventually fell through and 
one senior executive involved in 
the discussions admits that "there 
were a lot of issues and contradic- 
tions between promoters, lenders, 
vendors and shareholders." 

That (the alleged problems with 
partners and shareholders) could 
return to haunt Chandrasekhar, 
especially since infrastructure is a 
business that requires the consor- 
tium approach. “In this sector, it 
is important to work with part- 
ners,” says IDFC's Miranda. “We 





need good partners and we are 
talking to a host of people," says 
Chandrasekhar. *We will announce 
a partnership for our foray into the 
transportation sector in about a 
month." And numbers themselves 
tell another version of the story. 
Chandrasekhar has an investible 
capital of around Rs 1,000 crore 
(around $220 million) and has raised 
$500 million (Rs 2,250 crore) to 
date for the foray into infrastructure 
and real estate. Nandan Nilekani, 
President, CEO, and Managing 
Director, Infosys Technologies, has 
known Chandrasekhar for over a 
decade, ever since his return from 
the us. He believes Chandrasekhar 
has what it takes to make it. *Rajeev 
has a great knack for understanding 
emerging opportunities in new 
fields," he says. *He has grown and 
matured tremendously in the last 
few years." 

“In today, walks tomorrow," 
says Chandrasekhar, mouthing the 
motto of Jupiter. It is supposed to 
indicate how an idea is born today, 
bereft of anything but the sheer 
uniqueness of it, and how it learns 
to walk, even run. Over the next 
five to 10 years, over Phase MI of his 
life, it could be that for 
Chandrasekhar. Or it could be the 
more conventional, and unkind 
interpretation of the motto: in a bus- 
iness today, out of it tomorrow. Ш 
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NOT TOO LONG 
ago, on December 
31, 2005, Cogn- 
dzant Technology 
Y Solutions (CTS), an 
i Indian-American IT 
services company—that should 
actually read American Indian 
company, but that term can be 
misleading; it is an American firm, 
with its corporate HQ in Teaneck, 


New Jersey, but founded with the . 


intent of leveraging the India 
advantage—reached revenues of $1 
billion (Rs 4,500 crore at the current 
exchange rate) on a run-rate basis 
(the company’s financial year ends 
in December and by its own 
guidance, it expects to have ended 
the last quarter with revenues of 
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: Cognizant Technology 


Solutions, soon to- 
reach $1 billion in - 


revenues, will be the. B 


$252 million or Rs 1,134 crore and 
an operating profit margin of 19-20 
per cent). That term, a preferred 
one in cricket-crazy India simply 
means that were the company's rev- 


enues for the quarter ended Dece- 


mber 31, 2005, be quadrupled, they 
would exceed $1 billion. And by 
March 31, 2006, it expects to be a 
‘true’ billion-dollar company. 
There is something magical 


about that $1-billion number for . 


IT services companies. In one way it 
is.a coming-of-age indication, a sign 
that the company in question has 


reached critical mass. In the language © 


of economics, that would roughly 
translate as the ability to increase 
the revenue productivity of 
employees. An IT services company 


Its Revenues Are Growing Fast... 
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with revenues of $1 billion would 
employ around 24,000 people; опе. 
with revenues of $10 billion (Rs: 









` 45,000 crore), around 100,000. At. B 


another level, an IT services company 
with revenues over $1 billion stands 
a better chance of being taken 
seriously by customers, especially 
for outsourcing deals involving large 
sums of money. And at still another 
level, the market value of a company 
that has reached revenues of — 
$1 billion is likely to be enough to. 
fund acquisitions that are becoming | 
so critical for growth (CTs is listed on 
NASDAQ and its market capitalisation, < 
on January 18, was $6.97 billion 
or Rs 31,365 crore). 

The thing is, Cognizant is hardly 
the first Indian IT services firm 
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(loosely speaking), to touch the $1- 
billion-in-revenues mark. It is the 
fourth, after TCs, Wipro, Infosys 
and Satyam Computer Services. It 
will, however, be the company to 
have done so in the shortest time, 12 
years; it took TCS 35, Infosys 23 
and Wipro 25. In terms of quarterly 
revenues, CTS is already ahead of 
HCL Technologies and breathing 
hard down the neck of Satyam. In 
terms of growth, it is second to 
none. And in terms of revenue per 
customer, it is already ahead of HCI 
Technologies, Satyam, even Wipro. 
That’s some achievement for a 
company that started life as the 
outsourced IT arm of Dun & Brad- 
street, and a JV with Satyam. 


There's Something About Cognizant 
On the basis of numbers alone, 
Cognizant's amazing success story 
can be ascribed to the fact that it has 
scaled up at the same rate as 
industry-benchmark Infosys after 
accounting for size (that means CTS 
has grown faster). The company's 


"We don't measure 

too many things, but 
what we measure, we 
think are very important 
to business" 


N. Lakshmi Narayanan/ CEO/ Cognizant 
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...And It Is Already #3 In Terms 
Of Revenue Per Customer 











Figures in Rs crore (annualised) 
Source: Company websites 


CEO N. Lakshmi Narayanan—he 
was part of the founding team, was 
initially head of the company's 
Indian operations, then President 
and CEO; his elevation to the post of 
CEO is another thing that burnishes 
the company’s Indian-American 
status—believes an emphasis on 
basics is behind the company’s 
success. “We don’t measure too 
many things,” he says, “but what 
we measure, we think are very 
important to business,” going on 
to add that customer and employee 
satisfaction number among these 
things. Both are fair assessments of 
the reasons behind Cognizant’s suc- 
cess, yet neither tells the entire story. 

In many ways, Cognizant’s phe- 
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nomenal ride is built around the 
fact that it is as American as the 
large companies in the consulting 
space (think Accenture, Cap Gem- 
ini) every Indian IT services firm 
wants to be like, yet as Indian as 
Infosys, ТСЅ or Wipro. “Cognizant, 
arguably the most westernised of 
Tier-I Indian vendors, has taken a 
lesson from the former Big Five 
firms in that it creates revenue 
opportunities for itself by proactively 
architecting strategic solutions for 
clients and prospects rather than 
responding to requests for 
proposals," says Stephanie Moore, 
an analyst with Forrester Research. 

That—being both Indian and 
American—sounds easy on paper. 
In reality, it is a strategy that was 
fraught with financial and marketing 
risk in the early years. The costs of 
an American, even half-American IT 
services firm, were higher, and 
consequently, the net profit margins 
lower than those of Indian ones. 
Thus, even five years ago, 
Cognizant’s net profit margins were 
12.94 per cent, as compared to 
Infosys’ 33.47 per cent. Cognizant 
reasoned (rightly, it emerges in 
hindsight), that its margins would 
improve with time (and more 
business); its net profit margin has 
increased from 10.4 per cent in 
1998 to 16.8 per cent in 2004 and 
an estimated 17.7 per cent in 2005. 
Around the same period, Indian rr 
services firms have seen their own 
net profit margins come down 


from the stratospheric 25 per cent- 
plus and 30 per cent-plus levels, a 
consequence of having to ‘west- 
ernise' their operations and invest 
in marketing. 

As for remaining American 
enough, CTS is part of the NASDAQ 
100, has a stock that has outper- 
formed those of Indian tT firms on 
the us exchange, and has always 
had a CEO based in its HQ in New 
Jersey. And so, Indian-American it 
was and Indian-American it is. 


Masters Of The Universe Redux 

Not too many IT services companies 
in the world would claim that they 
owe more part of their success to 
those employees that are MBAs (read: 
people who have graduated from B- 
school) than those that are coders. 
Cognizant, which boasts one MBA 
for every 35 employees, does. Some 
of these MBAs are on-site relationship 
managers, domain experts, or con- 
sultants of the kind Accenture and 
IBM have been known to employ. 
Others are experts in business ana- 
lytics, a nuts-and-bolts heavy analysis 
of just what makes a company tick. 
Both kinds delve well beyond a 
customer's or prospect's organisa- 
tional structure. They become 
experts that can predict industry 
trends. They become champions of 
best practices. They become 
specialists that can look at a com- 
pany from the perspective of both 
technology and business processes. 
They crunch financial statements, 
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audit management teams, and 
essentially do the things companies 
have come to expect from new-age 
masters of the universe. Forrester 
Research calls these MBAs the 
company’s “secret sauce”. 
Cognizant can do with some of 
that. It lacks both the geographical 
reach and the diversity of service 
offerings of companies such as Info- 
sys, Wipro and Tcs. And it still rem- 
ains heavily oriented towards the 
financial services and healthcare 
industries with more than 50 per 
cent of its revenues coming from the 
two. Lakshmi Narayanan would 
like to look at that differently. “Our 
focus is on working with a limited 
number of customers in our area 
of specialisation, which is business 
applications for the enterprise 
customers,” he says, adding that 
Cognizant works with the “top 
healthcare company, the top insur- 
ance company, the top life sciences 
company, the top bank, the top 
internet company and the top aut- 
omobile company in the world”. 
And R. Chandrasekaran, Executive 
vP and MD, while defending the 
company's bias towards two industry 
segments, is busy developing other 
areas—independent validation and 
testing, data warehousing and 
business intelligence, and high-end 


BPO services. Cognizan't revenues, 
too, when sliced, look different. Its 
revenues from maintenance and 
support, application development 
and system integration, and 
consulting "are in the ratio 50:45:5", 
while it is around 70:20:5 for most 
large Indian companies. 
Cognizant's balance sheet allows 
it the luxury of acquiring companies 
should it want to. Its current market 
capitalisation of $6.97 billion (Inf- 
osys’ is $19.56 billion or Rs 88,020 
crore) is built around 25 quarters of 
out-performance (of its guidance). 
It has cash and cash-equivalents of 
$368 million (Rs 1,656 crore) and 
that combined with *no debt pro- 
vides Cognizant with the financial 
flexibility to pursue acquisitions", 
according to Cynthia Houlton, an 
analyst with us-based RBC Capital 
Markets. The company has done a 
few of those. In December 2003, it 
acquired Amsterdam-based 
Infopulse, a $6 million or Rs 27 
crore company that is already 
helping the cause of growth in con- 
tinental Europe. In February 2004, 
it acquired Indian company Ygyan 
to gain a toehold in the sap (an en- 
terprise software) implementation 
market and in April 2005, it did 
New York-based Fathom Solutions 
to beef up its telecom practice. 


How Cognizant Compares With Its Peers 
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“Training and 
deployment of new 
employees takes time, 
which is why we start 
training them even 
before they graduate 
and after we hire 
hem)" 


R. Chandrasekaran/ MD/ Cognizant 


Lakshmi Narayanan insists that 
future acquisitions will follow the 
same trend. 

There can be no doubting the 
fact that Cognizant will continue 
to grow in 2006. *We believe that 
Cognizant will provide a unique 
offshore value proposition for 
clients," says Ed Caso, an analyst 
with Us-based Wachkovia Securities. 
Yet, the company, which has set 
itself the goal of becoming one of 
the top 10 companies in its industry 
in the world, will soon realise that 
Tier-I is an entirely different ball 
game with companies boasting 
almost a similar spread of services 
(consulting to business process 
outsourcing). Cognizant could well 
realise that what has brought it thus 
far may not be enough to take it 
further. Or it could find out that the 
model continues to work for it. 
Right now, though, it is simply time 
to celebrate the emergence of ano- 
ther Indian (fine, Indian-American) 
IT services powerhouse. I 
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N THE LAST THREE MONTHS OF 

2005, India played host to 

the heads of three multina- 

tional IT companies, Cisco's 

John Chambers, Intel's Craig 
Barrett and Microsoft's Bill Gates. 
All three made announcements 
about investments, the amount 
involved in each case being in excess 
of $1 billion (Rs 4,500 crore) over 
the next three to five years. The 
specifics differ, but the three 
companies are pumping in money 
(and how!) to further their R&D 
and marketing efforts in the 
country. The R&D bit is easily 
explained: multinationals have long 
viewed India as a ‘resource base’ 
for their knowledge-oriented 
activities such as research, design 
and product development. The 
other bit, the marketing thingamajig 
isn’t (as easily explained, that is). 
These huge investments are 
probably an indication that the 
companies expect India to witness a 
computing boom (read: increased 
usage of computers by companies 
large and small, and by individuals, 
spanning hardware, software, and 
applications) sometime within the 
next three years. 

So, what transformed India from 
being a mere resource base for IT 
firms into a market for their 
products and services? There are 
various reasons (and theories) doing 
the rounds, including the growing 
competitiveness of India Inc. and its 
desire to ‘go global’, the falling 
prices of hardware, and the rising 
prosperity of at least some part of 
the Indian population. All these are 
valid reasons, yet none of them qual- 
ifies as the main one. That would 
have to be increased connectivity. 

Since the Indian government 
decided to allow private sector firms 
to enter the telecommunications 
sector in the mid-1990s, India’s 
teledensity has zoomed: from 2.2 
per cent in 1998 to 11 per cent at 
the end of 2005. Apart from pro- 
viding efficient (or reasonably 
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RECENT INVESTMENTS BY IT BIGGIES IN INDIA 
ARE SURE SIGN THAT 2006 WILL SEE THE 


DOMESTIC MARKET COME INTO 
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efficient) services at rock-bottom 
rates—telecom tariffs in India are 
the lowest in the world—these 
telcos also cater to companies, of- 
fering them a range of services (such 
as leased bandwidth on which they 
can run their applications). Now, 
the thing about most enterprise 
applications of the kind companies 
in the Us and Europe use, and which 
companies in India are beginning to 
adopt is this: they are bandwidth- 
intensive, requiring a robust public 
internet infrastructure comple- 
mented by an equally robust private 
internet one. Thanks to the telcos, 
India has that, and with all other 
factors chipping in, it isn’t difficult 
to see why a computing boom is 
on its way. 

At another level, this phenome- 
non could see companies that have 
hitherto focussed on the us, Europe, 
Japan, even other parts of Asia and 
Africa, beginning to look closer 
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home for business. Already, Tata 
Consultancy Services derives around 
12 per cent of its revenues from 
the domestic market and Wipro 
boasts a division, Wipro Infotech 
that wants to be a home-grown IBM. 
A booming domestic market, and a 
growing one for offshored services 
should serve the cause of the Indian 
IT industry well, although consulting 
firm Gartner warns that India's 
share of the offshored rr enabled 
services market could come down 
from 85 per cent now to 45 per 
cent eventually. 

In the short-term, however, the 
most significant challenge facing 
the industry will remain its ability to 
overcome infrastructural challenges 
in India and address concerns in 
some quarters regarding the gov- 
ernments of several states acquiring 
agricultural land from farmers and 
selling it at discounted rates to rr 
companies. Land isn't IT. 
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THE ROAD AHEAD 
FOR INDIAN IT 


N THE LAST WEEK OF DECEMBER 2005, NASSCOM BUSINESS TODAY: The first thing that strikes me when | see 
(National Association of Software and Service this report is that it says that much of the growth of the IT 
companies) and McKinsey © Company unveiled and IT enabled services industry is going to come from the 
a report on the future of the Indian rr and rr kind of things that the industry doesn't like to talk about. 
enabled business. Shortly after the report was Companies like to speak about what they are doing in the 
launched, its authors, and key NASSCOM functionaries sat area of application development and what they are doing in 
down with Business Today's R. Sukumar for a dis- {һе area of research and development. They do not like to 
cussion on the future of Indian IT. Excerpts: talk about what they are doing in the area of software and 
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_ “The industry in now poised “The growth of small firms 

5 to take India, in the next five that wish to imitate larger 
or 10 years, towards being a companies will come under 
really strategic player for a threat. Each one has to do it 
critical thing the world needs” in its own way” 





hardware maintenance. Yet, the report says the growth 
will come from that. Doesn't that mean profit margins will 
go down? And doesn't it mean that the link between revenue 
growth and manpower growth will be much more 
pronounced than it was in the past. 

JAYANT SINHA: I don't think you can jump to those 
conclusions. First, what you are seeing is the law of large 
numbers. Application development and maintenance is 
a $6.5-billion (Rs 29,250-crore) industry right now. To 
continue to grow at 30 or 40 per cent a year is hard to 
do. And 16 per cent growth (which is what the report 
forecasts) is not shabby by any means. You will see a fair 
amount of growth in absolute dollar terms. In terms of 
revenue productivity and headcount implications, we 
have modelled a revenue productivity increase of 
about 3-4 per cent a year, which is effectively what the 
industry has been growing the number at, so it is not as 
if there will be any change in that. 

S. RAMADORAI: More importantly, the operational 
efficiencies (that companies can use to their advantage) 
can improve profit margins and support some of the 
wage increases that are going to happen in that space. 
Looking at the broader canvas, whether it is 
infrastructure management, or BPO or platform-based 
BPO, these are opportunities where we can grow faster. 
And if we can bring in the same best practices with the 
IT experience, it's an enormous potential. 


BT: To my mind, one of the big things that happened for the 
IT industry in 2005 was the ABN AMRO deal, which saw a 
customer with a large value deal to contract out, choosing 
to deal directly with several Indian vendors rather than 
contracting it out to one large multinational firm that would 
then sub-contract parts of it out. Will we see more of that 
going forward, or will deals like that be more the exception 
than the norm? 

NOSHIR KAKA: In traditional rr outsourcing—that is exa- 
ctly what the ABN AMRO deal is—we will move away 
from small ticket contracts towards much bigger deals. 
We are also going to see a new kind of model evolving. 
For example, if you look at what has traditionally 
happened, a lot of tactical outsourcing and offshoring has 
occurred. You give IT to a vendor; you do parts of your 
processes in a BPO, a third-party or captive (owned); by 
the time you evolve this network, you see a fragmented 
kind of service provider arrangement. What we see is 
an opportunity to consolidate the rr infrastructure, 
the rr application and вро in an integrated play. 
RAMADORAI: Га even extend it further. One is, the single 
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“What we see is an 
opportunity to consolidate 


the IT infrastructure, the IT 
application апа BPO 
in an integrated play” 





player can have all the potential competencies, IT 
infrastructure, maintenance and BPO. Two, partnerships 
are possible where you can leverage the competencies 
of others. 


BT: But it obviously makes sense, at least from a company's 
point of view, to have all the competencies. 

VIVEK PANDIT: Га like make a point about something you 
said earlier, about margins. Many BPOs are really 
platform businesses. When you drive volumes, the 
incremental cost continues to drop. When you look at 
the industry over all, and you asked a question about 
whether we were headed for lower margins, you'd 
have to ask that question by service lines. Га argue that 
some aspects of the BPO business will have higher 
margins than the combined industry has today. 


BT: Continuing from the point you were making about an 
integrated play, what does it mean for the smaller 
company, say a $100-million (Rs 450-crore) software 
services firm based in India? Is being acquired the only 
future for such a company? 

B. RAMALINGA RAJU: More and more companies are 
trying to grow on account of their focus in a given area. 
You can provide some service in a niche area. 

It is my personal view that in the next five to 10 
years, the internal changes in the industry will be 
difficult to predict, although it is quite clear that 
growth will continue overall. The growth of those 
companies that wish to imitate the larger companies, 
even though they are much smaller, will come under 
threat. Each one has to do it in its own way. 
RAMADORAI: When a smaller company wants to compete 
with a bigger company and do the same things, the 
only differentiator is price. We need to create an 
ecosystem where there are verticalised specialists, 
platform-based BPO organisations, application IT 
specialists, and the like. There can be players of all 
types, whether they are $100-million organisations or 
$10-billion ones. Each company, each niche player, 
has to define its position. But there are only a certain 
number of players that can be ... 


BT: ... in Tier-l. And there are only a certain number of 
vendors a client will want to deal with. It is not going to go 
hunting for best of breed in everything. 

PANDIT: That's right. The industry has a very long tail 
right now. And there will be only a couple of $10-bil- 
lion companies. These are companies that can provide 
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EMINENT DOMAIN AND LAND ACQUISITION 


OR WHY IT COMPANIES NEED TO TREAD ON THIS WHOLE LAND-ACQUISITION 
MINEFIELD CAREFULLY. swat RAMANATHAN 


MINENT DOMAIN HAS BEEN 
E: as one of the most 

draconian of government powers. 
It allows cities and states to take people's 
private property without their consent 
—for use in public projects. Around 
the world, eminent domain is viewed as 
a cause for concern and debate. It has 
been at the heart of a bitter legal battle 
in New London, Connecticut. The city 
is using eminent domain to buy land for 
redevelopment next to a new Pfizer 
plant. The justification is creation of 
jobs and tax revenues; the families who 
are losing their homes say it's a violation 
of their constitutional rights. 

Cities are drivers of economic growth, providing 
employment opportunities that attract human resources. 
In India, between 1901 and 1991, our urban population 
grew 8.5 times, from 25 million to 217 million; but the 
number of urban centres increased only 2.5 times, 
from 1,827 to 3,768. Among these, the top 23 cities 
accounted for 31 per cent of the urban population in 
1991, and their share has grown larger in the past 10 
years. By 2020, there will be 75 such agglomerations 
accommodating more than 1 million citizens each. 

Cities and municipalities need to develop clear 
economic identities and provide intelligent planning to 
strengthen competitive advantages. Housing, retail, 
entertainment and infrastructure requirements must also 
be included in this planning process. 

But how should this planning take place? How 
should we allocate land to encourage economic growth? 
How do we mitigate the social and financial cost to 
farmers who are held hostage to government powers of 
eminent domain? Who should bear the cost of provision 
of infrastructure? What about the environmental cost? 
What about the utilisation of precious resources such as 
water and electricity? Without adequate answers to these 
questions, each of these is a flash point waiting to 
flare up at the slightest provocation. 

In India, attracting smokestack industries in the 
past, and IT companies in recent times has been (and still 
is) a matter of great pride for state and local 
governments. Land has always been considered a fairly 
cheap carrot. So what's the big deal now? Why is 
there such a fuss when it is rr companies? 
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There are two significant reasons 
that come to mind. First, rapid urbani- 
sation, as a result of which land—like 
water—has become a scarce and pre- 
cious commodity. This trend is 
becoming unmistakable now: land will 
only get dearer. Second, acquisition is a 
coercive procedure. There must be a 
balance between individual and collec- - 
tive rights. The government and the 
beneficiary of acquisition must be 
required to prove long-term develop- 
ment value for the larger public good. 

While the case for providing emp- 
loyment is a very reasonable one, what 
happens when industries lose their em- 
ployment rationale? For example, Mumbai’s textile mills 
went into a decline during the 1980s, and closed shop. 
However, the 600-odd acres of land they sit on remains 
an extraordinarily high value asset, worth thousands of 
crores. In the mid-1990s, the government of the day 
decided to allow the mill owners to demolish the mills 
and develop their properties in order to clear unpaid 
dues to their workers, provided 200 acres of land was 
given to the government for critical public infrastructure. 
A 2001 amendment reduced that to 32 acres. A Public 
Interest Litigation (PIL) filed by the Bombay 
Environmental Action Group challenged the 
modification and a Mumbai High Court ruling on 
October 18, 2005, ruled that the land be shared three 
ways, with the government using its two shares for 
social housing (200 acres) and public spaces (200 
acres). This ruling is being challenged in the Supreme 
Court by the mill owners. 

Similarly, land distributed by the government for a 
song in Peenya industrial estate in Bangalore, is being 
sold for profits far in excess of what the owners can 
make from simply running their companies. Unfettered 
allocation can act as an arbitrage on land, given the 
powerful land economics at play. 

So what is the solution? One approach could be that 
if the government does acquire land, then it leases 
this to business. The lease could be long-term, even 25- 
50 years and extendable through a public and trans- 
parent process, subject to certain conditions. This allows 
the land to be retained as public stock, enabling 
intelligent recycling as per future economic, social and 
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public needs. Mill land or industrial land allocation could have 
been recycled, allocating it to rr or biotech companies. Companies 
will still have an incentive to make investments in buildings and 
related assets, since these investments are depreciated in their books 
over a maximum period of 30 years. 

Another market-based approach could be to create a land 
bank trust (LBT), which could pool in all the land for any devel- 
opment and that could be owned proportionately by both 
government (or even private infrastructure companies that will 
finance development), as well as the original land owners (rural 
farmers, for example). The land can be developed and leased out 
to interested companies at market value. This LBT option has 
many advantages: the original owners continue to retain a 
proportional stake in the land; the government is compensated 
with proportional ownership stake in the land, ensuring that 
future re-allocation decisions can be controlled; the up-side 
valuation of land over time is not lost to the original owners; such 
ownership instruments act as liquid investments even for farmers; 
market forces will dictate pricing and no preferential treatment 
will come into play. 

The need for greater care on land issues is not restricted to 
private industry. Of equal concern are the decisions and deals 
related to public land and public sector undertakings. In Bangalore, 
government-owned industries such as HMT, BEL, BHEL, HAL and 
Karnataka Soaps and Detergents Ltd, are all sitting on hundreds 
of acres of expensive urban land. Even beyond the more 
fundamental question of the validity of government continuing in 
these businesses, the employment generated and profitability of 
each of these psUs must be measured against the optimal utilisation 
of the urban land they occupy. 

A second question is about who makes the decisions on the 
sale, transactions and re-use of public land. 

Take the example of state-owned NGEF in Bangalore. Reports 
of a bidding battle between two developer consortiums over the 
purchase of NGEF’s 143 acres estimate the value of the land at 
about Rs 1,600 crore. The state government, in the meantime, 
is also considering reviving the debt-ridden NGEF by selling 
53.91 acres at a price of Rs 1.96 crore an acre. This decision 
highlights some serious questions: Is it acceptable for public 
enterprises to sell valuable public land to pay off debts? Is 
there any guarantee that if this public enterprise is revived, it will 
now be viable? Will the money generated by the sale ploughed 
back for development of the city from which the land has 
generated the profit? Should the decision be handed down 
from government without any public consultation on the optimal 
re-use of public land? 

The current process of haphazard decision-making on public 
land is clearly inadequate on many fronts. We cannot let the need 
for urgent remedies hijack the search for intelligent and sustainable 
ideas. An LBT could be one arrow in the quiver of solutions 
worth considering. 





The author is an urban planner and founder of Janaagraha, a 
Bangalore-based citizens’ organisation 





scale across processes and the technology 
stack. They would have to have delivery 
capabilities all over the world. They 
would have to have direct sales teams all 
over the world. Most of the second tier 
companies we are talking about today 
are today partnering for those 
capabilities, or do not have the 
resources. For some, the way out may be 
acquisition, and for a few there may 
be increased specialisation. 

SINHA: Let's dwell on this idea of a global 
champion. I think it would be a remark- 
able aspect of the Indian economy if we 
can create two or three such companies 
that are North of $10 billion (Rs 45,000 
crore) in revenues and $50 billion (Rs 
2,25,000 crore) in market capitalisation, 
and are deriving something like 80 per 
cent or 90 per cent of their revenues 
from export earnings. We are well on 
track to do that. The transformational 
impact, in terms of the halo effect, on 
India is going to be remarkable. If you 
look at what a Toyota or a Honda or a 
Nissan have done for Japan, that’s what 
some of these IT services companies will 
be able to do for India. 

KIRAN KARNIK: This industry is now poised 
to take India, in the next five years or 10 
years, towards being a really strategic 
player in the global marketplace for a 
critical thing that the world needs. This 
industry is going to position us very very 
differently: its size and scale, and the 
fact that it is export driven gives us a 
very unique advantage. 8 
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She perfect getaway — the city 
15 right here ın the city. 


e heart of Mumbai, the city of wondrous paradoxes, lies another paradox ~ ITC Grand Central Sheraton & Towers 
quil getaway right in the middle of the bustling metropolis. Unwind in luxurious rooms, indulge your senses in fine 
ing restaurants and lounges, reawaken your mind, body and soul in the Wellness Centre. Come over and escape 


Ow 


Grand & Central 


TC Ais 
ITC Cand entral Sheraton 
HOTEL & Towers. Mumbai 
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reservations please contact hotel on Tel. No. 91-22-2410 1010 or fax us on 91-22-2410 1111 or 
email us at reservations.grandcentral@welcomgroup.com 
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HE TOP 10 


COMPANY | jt TOTAL VISIBILITY _ COMPANY TOTAL VISIBILITY 
А SCORE 


SCORE 
g Ford India — 1— 60,752 





Reliance Industries 
a M 169,746. 
„Maruti Udyog — — 134,955 
Microsoft 135,922 


209,931 


Nokia. ue 
VS Motor Company > 














Infosys Technologies — — . 129576 
Bharti Tele-Ventures 101,491 
BSNL 123,635 








| State Bank of India — 102,004 
Wipro ——00 sss 95,059 
„Bajaj Auto — — 5. 80,198 
| Hyundai Motor India 787 
Reliance Infocomm — 97,392 
LG Electronics — 5^ —— 74,788 




















ICICI Bank 80,619 
Mittal Steel — — — 72534 — 
Ага 0 . 92206. 
‘Tata Motors - 92820 — 
Него Honda Motors — — 64,206 
Samsung India Electronics 64,565. 
LIC 
Mahindra & Mahindra —- -62,495 
| Toyota Kirloskar Motor 61,586 
Jet Airways 

NS 

Indian Airlines 





38 /— 
33,522 


67,600 





HIS IS A STORY ABOUT 

numbers, lots of 

them— suffice it to say 

that visibility scores 

merely refer to the 

amount of press that a 
company or CEO receives; image 
scores to the same, after taking 
into account the tonality of the 
article in question; and quality of 
exposure to the percentage value of 
the image score divided by the vis- 
ibility score (more than 100 for 
CEOS and companies that receive 
more good press than bad and vice 
versa)—and it is a story about 
image, and image management. 
Yet, at another level, it is also a 
story about how India, as repre- 
sented by its Fourth Estate, views 
Big Business. Going by the num- 
bers, then, business, in India, is 
fast catching up with politics, 
Bollywood and cricket, the other 


All's well al RIL: Although the company comes out just ahead in terms 
of coverage (a quality of exposure of 108), the very fact that it boasts Ше people). In 2004, the company 
highest image score should please Chairman Mukesh Ambani, especially with the highest image score was 


obsessions of the media (and the 





atto ala IP ONO а 


bt special 





THE TOP 12 SECTORS 
мак SECTOR c o gir d Е with the highest visibility score Reliance Industries 
(75,576). In 2005, there were 25 companies whose 
IT & ITES 1,242,712 858,816 — 145 image score exceeded 85,000 and 14 companies 
AUTOMOTIVE _ 988,645 7033 141 whose visibility score exceeded 76,000. What 
TELECOM 721,592 528,869 16 does this mean? Simply that the print media is 
FMCGs 593065 4356 | 128 writing more about business, and that much of the 
AIRLINES, HOTEL & TRAVEL — 562969 — 422193 133 coverage is positive, even (and unfortunately so) 
DURABLES 47085 314476 150 laudatory and hagiographical at times. Indeed, 
BANKING 466901 339,364 138 that explains why only two of the top 100 
TWO-WHEELERS 374416 281512) ^ 133 | companies (by image scores) boast quality of 
INSURANCE 263,148 186312 М1 exposure (QoE)scores less than 100. 
PHARMA AND HEALTHCARE 258,220 —— 183166 141 While QoE is the measure of efficiency in 
MUTUAL FUNDS 220,233 167,899 131 this case, it makes sense to base the ranking 
RETAIL 219270 — 142669 154 on total image score. The company or CEO with 
the highest image score is, after all, the entity or 
IT & ITES individual that received the most coverage. 
PUN Reliance Industries, #1 in this listing, has little 
MICROSOFT 190699 135922 140 "аѕоп to irse Its a may be Ke s oe 
INFOSYS TECHNOLOGIES 183,083 129576 M1 (108, acria y), but it sti means the volume o 
good press the company received offset the 
WIPRO 132,968 95,059 CUM. ` | f bad ss it did (only just). That’ 
Ts 88231 21e 14. volume of bad press it did (only just). That's а 
MX E peer significant improvement over the last listing 
COGNIZANT TECH. SOLUTIONS 68,362 3605 189 when the company ranked second and registered 
IBM ШЫ зл 1 M5, QoE of 91.5 (implying that it received more 
INTEL 45982 31,924 14 bad press than good). 
SATYAM COMPUTER SERVICES 41738 26133 160 The best image managers aren't necessarily 
GOOGLE 10072 . 33532 10 those companies and CEOs that boast QoE scores 
HP 34,839 30,572 114 


AUTOMOTIVE (cars, utility vehicles, trucks) 


COMPANY 

MARUTI UDYOG 192514 134955 143 
HYUNDAI MOTOR INDIA 117,062 — 787] = 
TATA MOTORS 103273 567,620 153 
MAHINORA & MAHINDRA 92744 62495 148 


SHOME BASU 


TOYOTA KIRLOSKAR MOTOR 90,431 ^ 61586 —— 147 — 
FORD INDIA 79386 607522  — 131. 
GENERAL MOTORS INDIA — — 70,847 56,324 126 
HONDA SIEL 53,545 35,754 150 _ 
DAIMLERCHRYSLER INDIA 43,679 3504 ЖИ 


HINDUSTAN MOTORS 33,803 23,449 144 


TELECOMMUNICATION SERVICES 


COMPANY 
BHARTI TELE-VENTURES 163,398 101,491 EC Ip 
BSNL 152137 123,635 SEVERE 


RELIANCE INFOCOMM 16141 9392 19 
HUTCH 79,057 49,667 159 
MTNL 52770 47119 112 


FMCGs 


COMPANY Its performance in the 
HLL 208,467 165746 1% booming domestic PC market and renewed interest 


PEPSI FOODS 64,783 57,679 112 by multinationals in the made-in-India tag 
COCA-COLA INDIA 45378 40922 Wil ensured that HCL Infosystems (CEO Ajai Chowdhry 
PROCTER & GAMBLE 3947] 28,303 QE EC ERON seen here) ended up with a QoE of 172 

DABUR INDIA 35035 — 2474 м2 





THE DAY YOU CAN DIAL A SHOWER IS 
THE DAY WE'LL MAKE ONE KIND OF SOLUTION. 


Го know more about SAP solutions for your industry email at info.india@sap.com, call toll-free on 


THE BEST-RUN BUSINESSES RUN SAP БТУ 


1800 425 5959 or log on to sap.com 
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nearing 200 (a score of 200 would imply that all 
press they receive is good press). The best image 
managers are those companies and individuals 
who receive a lot of press, with most of it being 
positive. In number terms that would translate 
into а QoE in excess of 140. As the listing shows, 
that (a score in excess of 140) isn’t all that rare. 

Still, a QoE score close to 200 is a significant 
achievement. Cognizant Technology Solutions 
(see India rr’s New Billion Dollar Baby on page 70 
to understand why the company keeps receiving 
good press) doesn't merely boast а Ооё of 189, it 
does that on a visibility score of 36,085. The 
same applies to Tvs Motor, which registered a 
QoE of 165 on a visibility score of 43,358. 

Last year, 2005, was when sectors such as IT 
(from the point of view of offshoring), auto, tele- 
com, banking, retail, insurance (the booming 
domestic market), aviation (the entry of several 
low-cost airlines) and fast moving consumer goods 
(the great revival) made all the news (or much of 
it). The interesting thing about Ir (which is #1 in 
terms of sectors that made the most news) is that 
it has emerged the most global of businesses in 
India. At least five multinationals (which have 
operations in India that range from mid-sized to 
large) feature in the list of the top 10 companies in 
the sector (by image scores). 


ositive (QoE: 168), while HMSI 
(CEO H. Takiguchi) received a lot, with most 
being negative (QOE: 37) 
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your CorpConvenience Debit-cum-ATM Card. Wherever you go, use this 
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PHARMA 
ice COMPANY TOTAL IMAGE ТОТА. VISIBILITY — QUALITY OF 
SCORE SCORE EXPOSURE 
RANBAXY 58156 _ 42024 DE: ЧАЙ 
BIOCON 31349. 20,962  — 190 _ 
DR REDDY'S 24,697 18.279 5595 
PFIZER ШАШ 1655 E 
GLAXOSMITHKLINE 14,694 10317 И 
SUN PHARMA 13,617 8,149 IE, 
WOCKHARDT 13,262 10,174 06 
CIPLA 12,996 8,938 ee 
NICHOLAS PIRAMAL 12,445 10,455 E $ PAR: 
GLENMARK PHARMA 7,528 4,423 170 
RETAIL 
SHOPPERS’ STOP 54,080 34,098 = 159 
PANTALOON RETAIL INDIA — 32232 21,26 ИЯ 
TRENT . 20,522 13666 I50 — 
OXFORD BOOK STORE 13725 _ 8685 . 1568 
CROSSWORD _ 12047 7,489 ZEE- 
Despite it being annus LANDMARK BOOK STORE** 10702 6333  . 168 
horribilis for Ranbaxy (MD Malvinder Singh BIG BAZMR 8621 | 5752 150 
left), it was #1 in terms of image score in its WILLS LIFESTYLE 8,308 5,782 Mo 
industry, and a great year for retail and a FOODWORLD* 7593 _ 5.147 M8. 
successful IPO saw Shoppers' Stop LANDMARK RETAIL (Lifestyle) 6,892 4423 156 





(CEO B.S. Nagesh) earn the honours in its 





*The RPG Group and Dairy Farm split in the second half of 2005; 


around half FoodWorld stores have been rebranded Spencers **Acquired in late 2005 by Trent 


Now for HMSI (Honda Motorcycle & Scooter 
India): the company received lots of press last 


MUTUAL FUNDS 





year (a visibility score of 53,763), but much of this UTI ASSET MANAGEMENT СО. — 30,443 2290 — 13 
was negative. This was because most coverage it PRU. ICICI ASSET MGMT CO. 24314 20,009 12 
received had to do with a strike that went horribly TEMPLETON ASSET MGMT INDIA — 20,352 - 16,265 19125 
wrong (striking employees beat up some cops; SBI FUNDS MANAGEMENT 19283 15414 15 — 
the cops extracted a bloody vengeance; ће сот- KOTAK MAHINDRA ASSET MGMT 15,656 — 10,469 150 — 
pany, caught in the middle, bore the brunt of the HDFC ASSET MANAGEMENT CO. 14987 11,734 HM 
criticism). Still, such things are quickly forgot- BIRLA SUN LIFE ASSET MGMT CO. 13,950 _ 10,058 139 
ten. Coca-Cola India and PepsiCo India were not DSP MERRILL LYNCH FUND 12,261 9.631 127 | 
in the top 50 (by image scores) last year. This CHOLAMANDALAM AMC 10,306 7,490 138 — 
year, they figure at #46 and #32, respectively. QED. TATA ASSET MANAGEMENT 9,392 7120 130 


METHODOLOGY 


VISIBILITY SCORE: This is a function of the size of the 
. article, its position in the publication (cover story, first 
page, etc.) and the readership of the publication. 


IMAGE SCORE: Visibility scores for each article are multi- 
plied by 1, 2 or -1 depending on whether the article is neu- 
tral, positive or negative. 


QUALITY OF EXPOSURE: This determines the relationship 
between visibility score and image score. Mathematically, 
it is the image score divided by the visibility score expressed 
as a percentage. Thus, a QoE of around 100 per cent 
indicates that the coverage has been largely neutral, a 
score significantly higher than 100 per cent that the coverage 
has been largely positive, and that significantly lower than 
100 per cent that the coverage has been largely negative. 


CATEGORIES: The scores are pigeonholed across vari- 
ous industries (banking, consumer durables, automotive, 
telecom, etc.). 


GENRES: The scores are pigeonholed across various 
genres (marketing and sales, finance and financial results, 
corporate, product launches, personalities, etc.). 


COVERAGE: English and vernacular newspapers. And 
English and vernacular magazines. Unlike the coverage 
of politics, sports or entertainment, that of business is still 
dominated by the print medium. 


TIME PERIOD: January 1, 2005 to December 31, 2005. 


“Touching Lives, Everyday, Everywhere” 





Across sectors & geographical areas, multitude of outsource 
services 
Food Service Solutions Vending Solutions Integrated Facilities Managemen 

Food Courts Choice of Hot & Cold Beverages Design and Build Service 
Food Concepts and Brands Range of Equipment Cleaning Services 
Executive Cafeteria Machine Maintenance Program Operations & Maintenance 
Fine Dining Pantry Services Business Support Services 
Student Cafeteria Total Service Package Risk Management Services 
Industrial Canteen Transit House Management 
Therapeutic Patient Menu Hotel Management Services 


Off Shore & Remote Site Catering 


UNISOL 





pim venue wih 65/7 Jyoti Wire House, 23-A Shah Industrial Estate, ОН Veera Desai Road, Andheri (W), Mumbai 400 053, India- 
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nd Chairman Murthy (left) and CE 


QoE scores were concerned 


11055 О Nilekani 
were а study in contrasts as far as their image scores and 


п! r 1: L.N. Mittal's 
ambitious agen for an India-plant 
had everyone agog 





PERSONALITIES 


T IS DIFFICULT TO KEEP N.R. NARAYANA MURTHY OUI 
of the news. If the Chairman of Infosys 
Technologies isn't taking on the state government 
over its obvious neglect of Bangalore, he is busy 
clashing with politicians. Two years ago, it was 
Murli Manohar Joshi, the then HRD Minister, over 
the autonomy of the Indian Institute of Management, 
Ahmedabad. Last year, it was H.D. Deve Gowda, the 
former Prime Minister of India who made some 
uncharitable comments about Murthy's contribution to 
Bangalore International Airport Limited, of which he 
(Murthy) was Chairman at the time. Murthy was also 
in the news for other reasons. He wrote about how the 
death of former Prime Minister Rajiv Gandhi moved 
him in a mainstream national daily, something that was 
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seen by some people as an attempt to cosy up to 
Congress leader Sonia Gandhi. And he reiterated a 
desire, first expressed a few years ago, about becoming 
India's Ambassador to the United States after he steps 
down as Chairman of Infosys in mid-2006. The 
interesting thing is, all these did make him very very vis- 
ible in the pages of the print media, but not all the cov- 
erage was positive. Thus, he ended 2005 with a visibility 
score of 29,570, an image score of 34,055 and a qual- 
ity of exposure (QoE) of 115. 

His colleague from Infosys, Nandan Nilekani, 
President, CEO and Managing Director, did much bet- 
ter. He did not get written about a lot (only eight 
other personalities in the top 25 list had visibility 
scores lower than his 5,756), yet his image score, 


- Still up there: Wipro's Azim Premji ligher stil 


| Gates made 
the headlines repeatedly during 
his business-cum-charity visit 


Vijaypat Singhania’s 
hot-air balloon exploits made him 
a corporate hero 


. сап give some lessons on how to 
be low profile yet well thought of 





8,881, ensured that his QoE was 154 (which )Р 25 
immediately puts him in the top five on the basis of Î wur TOTALIMAGE  ToTALVISIBILTY — QUALITYOF 
that parameter). SCORE SCORE EXPOSURE 
The personality who ended up #1 on the list, LN. MITTAL 36,866 23700 156 
L.N. Mittal, earned that position largely on the N.R. NARAYANA MURTHY 34,055 29.570 115 
strength of a visit to India to announce that his BILL GATES 23,828 16.890 141 
company, Miis would set up a plant in Blume Юй ne s 
arkhand. And the person: at #3 « 
(who turns out to be the only non-Indian on the list), MUKESH AMAN 222 17,954 i 
Bill Gates, on the strength of a week-long trip to India Ride ec eR Vp a T. 
in early December. - ; | 
Despite more women entering senior executive po- stalin 
sitions in India—as this magazine routinely reports in its KV. KAMATH 14621 13,133 11 
special issues on the most powerful women in Indian KUMAR MANGALAM BIRLA 14,429 11,419 16 
business—there is just one woman in the top 25, Biocon RATAN TATA 11,375 8,421 135 
Chairman Kiran Mazumdar-Shaw. And the fact that, a RAHUL BAJAJ, RAJIV BAJAJ, 11087 - 8,343 133 
few days of concerted press coverage could propel one SANJIV BAJAJ 
into the most-written-about category was proved by KIRAN MAZUMDAR-SHAW 9,905 6.566 151 
Vijaypat Singhania, the former chief of Raymond, ANAND MAHINDRA 9.380 8291 113 
whose successful attempt at breaking the record for the NANDAN NILEKANI 8,881 5756 154 
highest altitude registered in a hot-air balloon flight seems SUBROTO BAGCHI 8,070 7970 101 
to have pushed him to #7 on the listing. SUBRATA ROY 7927 7398 107 
The real winner, though, would have to be Sun ANIL AMBANI 7003 6 661 105 
Pharma’s Dilip Shanghvi. His company beat the pre- ADI GODREJ 6836 x 5 500 124 
vailing trend (of Indian pharma firms, especially those - 
dependant on а generics-driven strategy, not doing too SHIV NADAR 6,246 3,301 189 
well) by continuing to do well. And the man himself dee 6,143 4,614 133 
ended the year with a QoE score of 198 (which means 
99 per cent of the coverage he received was posi- SUNIL BHARTI MITTAL 5,641 3,738 151 
tive). HCL Technologies’ reclusive-by-location DEEPAK PAREKH 5,105 4,245 120 
Chairman, Shiv Nadar (he speaks to the press when he DILIP SHANGHVI 4911 2,486 198 
can, but is based in California for most part of the Y.C. DEVESHWAR 4,503 3,082 146 
year), also did well for himself, with a QoE of 189. Оп NARESH GOYAL 2.685 160 


a visibility score of 3,301, that isn’t bad going. 
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DEEPAK С, PAWAR BHASKAR PAUL 
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NEWSROOM 
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RAMEN SARKAR 


The former's India-plans seem to have found favour 
with most people as have the latter's success at 
acquiring Shaw Wallace's spirits business and 
launching a low-cost airline, Kingfisher 


HANKAR ANNASWAMY, TAKE A BOW. THERE'S A 
reason why the head of IBM’s Indian opera- EDIT PAGE HEROES 


tions should feel pretty chuffed with himself. 
The way a company is written about in the edi- 


COMPANY TOTAL IMAGE TOTAL VISIBILITY — QUALITY OF 
i 2 SCORE SCORE EXPOSURE 
torial pages of the newspaper—one where editors 





get to express their opinions, and show-off their RELIANCE INDUSTRIES 3660 — 30971 1184 - 
depth of knowledge and acuity of analysis—is, INFOSYS TECHNOLOGIES — 2868 — 24978 11486 - 
more often than not, a reflection of public opinion UB CORPORATE 21553 139 1M6 
(the way it is or the way it should be). From that MPHASISBFL — пне 175 LT 
point of view, IBM, which got written about a bit MICROSOFT 111334... 967 5137954 
(visibility score of 494 on the edit pages), did | IBM _ 860 — 494 217109 
very well for itself. It ended the year with а qual- ТС. bike SA s 723 r АШ 
ity of exposure (QoE) score of 174. Just for the HLL IND 60 2100 — 
record, #2, Microsoft, did 138. And IBM wasn't PFIZER 1 604 ви vM 


helped by a high-profile СЕО visit like Microsoft HMSI 584 755 7135 
was (fine Bill Gates isn't CEO, but more people in E 


India associate his name with Microsoft's than FRONT PAGE HEROES 


they do Steve Ballmer's). Although its СЕО Sam 


Palmisano did make a trip to India, his visit RELIANCE INDUSTRIES -50,591 . 53,380 Bas 
was low profile (and he did not even meet the MICROSOFT 36/6] . 24774 Lame. 
media). That would mean that much of the INFOSYS TECHNOLOGIES — 25909 = 2077 Á | 15 — 
coverage IBM received had to do with its local op- WIPRO E20 15331 SENET 

erations and its India strategy. Which would, in HLL 21612. — 1579 à, 137 — 
turn, mean that CEO Shankar Annaswamy should _MITTAL STEEL 216 1205 6B 
feel chuffed. After all, being seen positively, AIR-INDIA го 1514 щщ 
very positively, by people at large is some MARUTI UDYOG _ BENE 1276 TERNI 

achievement for a company that exited India in BSNL 14395 1105  — 130 
the late 70s because it didn't see eye-to-eye HUTCH 13,040 8,013 — 163 


with the government of the day's policies. 
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Reliance Infocomm's Anil Ambani 
has seen the company’s perception improve from 
an all-time low QoE of 75 





MASTERING THE YO-YO 


PARE A THOUGHT FOR ANIL AMBANI. HE BEGAN THE 
S year an underdog in his fight with elder brother 
Mukesh Ambani over the control of the Reliance 
empire. He managed a reasonably fair settlement in the 
middle of the year, with the jewel in his empire being 
Reliance Infocomm, a company that had been mid- 
wifed and grown into a position of strength by Mukesh. 
However, it was also a company that had been in the 
news for much of 


THE STEEP ASCENT the early part of 

ми Wu thee усас aren 

SCORE — SCORE EXPOSURE alleged corporate 
Jan. '05 11418 12,584 91 governance viola- 
Feb.'05 — 11338 12,078 94 tions and an 
March'05 9.602 12,749 75 alleged shares-for- 
April ' 05 9,399 6,570 143 favours transac- 
Мау "05 13,017 9,886 132 tion with former 
June'05 18,267 16,140 113 Communications 
July '05 6522 4511 145 Minister Pramod 
Aug.'05 6638 4206 158 Mahajan. Not sur- 
Sept '05 7,149 4333 165 prisingly, the com- 
Oct.'05 6,591 4164 1938 pany’s quality of 
Nov. '05 8611 5,205 165 exposure (QOE) 
Dec. '05 7,589 4,966 153 score in March 





2005 was 75, 
implying that a substantial portion of the significant cov- 
erage (visibility score of 12,749) it received that month 
was negative. Since the settlement, though, Reliance 
Info's Qok has improved (the company ended December 
with a QoE of 153 for the month and 119 for the entire 
year). It is likely that the phone-tapping controversy in- 
volving one of the company's junior executives may dent 
that some; still, it has to be labelled a comeback story. 
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INYASOO HSIWN 


The best-known Indian business 
group, Tata, is still the most written about and 
is well thought of 





TATA-BIRLA? NOT QUITE 


THE TOP GROUPS 

GROUP TOTAL IMAGE TOTAL VISIBILITY — QUALITY OF 
SCORE SCORE EXPOSURE 

TATA 512847 345,764 148 

RELIANCE 484,453 438,025 111 

BHARTI 189813 — 119729 159 

SAHARA 164,108 145,366 113 

BAJAJ 148,343 — 101,190 147 





the Birlas were the A and B of the Indian business 

alphabet for a long time. That position has since 
changed. There are now several Birla Groups, with 
the largest, the Kumar Mangalam Birla-led Aditya 
Birla Group, being large enough, diverse enough (in 
terms of businesses) and profitable enough to be com- 
pared with the Tata Group. However, in 2005, 
the group didn’t get written about enough to figure 
in the listing of the top five groups (by image scores). 
The Tata Group did, as did Reliance (which will, 
from this year on, be seen as two groups, one, RIL and 
other companies headed by Mukesh Ambani and the 
other Anil Ambani’s ADAE), Bharti, Sahara and Bajaj. 
It isn’t hard to understand the reason for the Tata 
Group’s high image score (512,847). Last year, 
2005, saw the Tata Group increase its global foot- 
print; the large companies in the group (including 
Tata Motors, Tata Steel and Tata Consultancy 
Services) managed to do very well (in terms of : 
financial performance); and even the small com- 
panies chipped in (retailer Trent, for instance, 
made the news by acquiring Landmark, arguably 
India’s best bookstore chain). 


| N ONE OF THOSE LANGUAGE-PLAYS THE TATAS AND 
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It has helped you build your career... It can help you build another... A truly rewarding one. 
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bt special 


GUEST COLUMN / SOURAV DE, HEAD, CIRRUS 


NEED TO HIKE PR BUDGETS 


HE MEDIA EVALUATION INDUSTRY 

grew by 80 per cent in 2005 

over 2004. More and more 
companies are presenting image 
assessment reports in meetings 
of the board. Competitive bench- 
marking and neutral third party 
analysis are becoming essential 
features of standard communica- 
tion briefs. The PR (public 
relations) industry is getting used 
to being evaluated. 

The science of evaluation has 
also evolved. PR is all about mes- 
sages: delivering the right message 
to the target audience, and influ- 
encing them to understand and 
react in a particular way. Any effort 
at evaluating the media effectiveness 
of corporate communications, then, 
must evaluate each of these steps. 

Today it is possible to assess if a 
message intended for women 
between the ages of 15 and 29, 
and from SEC A1 (the highest socio- 
economic classification) households 
has been delivered to the target 
audience. 

Interestingly, the biggest 
challenge in implementing such 
high standards of scrutiny is not 
the initial resistance from the PR 
fraternity, but its affordability given 
the budgets constraints. 

Not surprisingly, Indian PR 
budgets are abnormally low by 
international standards. A recent 
study (GAP III) conducted by the 
USC Annenberg Strategic Public 
Relations Center and sponsored by 
the Council of Public Relations Firms 
shows that PR budgets for Fortune 
500 firms are around 40 per cent of 
their advertising budgets. In addition, 
these firms spend an average of 
more than Rs 2 crore on evaluation. 
The ratio is much higher if the sam- 
ple is expanded (indicating that 


2006 


smaller firms often end up spending 
much higher proportions of their 
marketing spend on PR in an effort 
to build image, a surprise finding, 
but wholly logical). 

The corresponding number in 
India is 2 per cent (of the advertis- 
ing budget being spent on PR) and 
that is for the large companies. For 
smaller firms, the proportion could 
be 0.5 per cent, even lower. 

It’s difficult to explain this 
drought of funds because C-suites in 
most Indian organisations are 
extremely sensitive to media cover- 
age. One big reason seems to be the 
lack of scientific data demonstrating 
effectiveness in the absence of 
which, senior managers are loath to 
spend on PR. 

In some ways, the annual BT- 
Cirrus review (this is the third edition 
of the exercise) is an evaluation of 
PR agencies and how well they 
have communicated the desired 
message. The best PR agencies are 
those that have maintained a 
balance between visibility, image 
and quality of exposure. 

Internationally, more and more 
companies are accepting the merits 
of evaluation. One survey, Harris 
Impulse 2004, discovered that 76 
per cent of respondents believed it 
was important to measure the results 
(of PR campaigns). This (measuring 
results) ranked 10 among 28 
parameters considered while evalu- 
ating the performance of a PR firm. 
The corresponding numbers in the 
2001 edition of the survey were 35 
per cent and 25, respectively. 

More importantly, it would 
appear that the responsibility for 
corporate communications is slowly 
coming to rest with C-suites. The 
GAP Ill survey finds that 57 per 
cent of the respondents (all PR 





professionals) reported to the CEO, 
COO or Chairman. 

In India too, the PR department 
is getting closer to the C-suite. As this 
phenomenon catches on, the 
importance assigned to PR will 
increase, as will the amount of 
money dedicated to it. That should 
help to reduce the gap between PR 
budgets (as a proportion of adver- 
tising budgets) in India and the US. 
And that would mean that PR budg- 
ets in India would have to grow 
faster than the 9 per cent a year 
rate at which they are growing 
internationally. ш 


Cirrus is a national corporate 


image monitor that pioneered 
media evaluation in India. Every 
year, Cirrus analyses roughly half- 
a-million news pieces in nine 
different languages on more than 
920 corporate entities. It is part of 
agencyfaqs and not associated 
with any PR agency. The BT-Cirrus 
annual survey is the only cross 
industry report of its kind. 
Feedback to bt-cirrus@icirrus.com 


TVJONYN VNYONVA 














bt economy 


The Current Account Story 


NRI remittances and invisibles are keeping the current account deficit in check. 
Why is there such a huge, and rising, gap between exports and imports? 


THE REPORT CARD 





LL OF INDIA’S ECONOMIC 
A indices and indicators are 

climbing north, accompa- 
nied by raucous cries of approval 
from legions of cheerleaders who 
want more of the same, year after 
year after year. The only flies in 
the ointment are two small items 
which are not supposed to be there 
on the list, or, at least, will be better 
off not being there. India’s trade 
deficit jumped 113.51 per cent to 
$31.6 billion (Rs 1,42,200 crore) 
and current account deficit (the ex- 
cess of goods and services imports 
plus invisible outflows over corre- 
sponding exports and inflows) 
zoomed a whopping 2,571.34 per 


cent to $6.5 billion (Rs 29,250 crore) 
in the first half of 2005-06. The 
more perspicacious analysts are al- 
ready tut-tutting about these, though 
even they accept the argument that 
the $140-billion (Rs 6,30,000 crore) 
foreign exchange kitty provides 
enough cushion to tide over any un- 
foreseen emergencies or imbalances. 

Put simply, it means our im- 
ports (not counting defence items) 
are growing at a much faster rate 
than our exports. According to the 
Reserve Bank of India (RBI), 
payments for oil imports soared 
43.7 per cent and those for non-oil 
imports jumped 50.3 per cent 
during April-September 2005, 





For A Little More Competition 


compared to the previous 
corresponding period. And had 
inflows from non-resident Indians 
and invisibles not bailed the econ- 
omy out, the situation could have 
become critical (See Report Card). 
So, is there a systemic problem 
with the Indian economy? 
Apparently not! Economists say 
such export-import mismatches 
cannot be avoided in a growing 
economy like India. RBI sources 
point out that these deficits will 
grow further if the economy 
manages to gallop along at 7-8 per 
cent per annum as is being 
projected. In the longer run, though, 
experts point out that a worsening 
deficit could lead to a depreciation 

of the rupee, a la the us dollar. 
“There is need to improve the 
quality of inflows. Our reserves come 
from short-term inflows and not 
longer term investments,” says J. 
Moses Harding, Executive Vice 
President, IndusInd Bank. Even if 
that doesn’t happen immediately, 
higher inflows from foreign 
institutional investors can well turn 
the deficit into a surplus. The current 
account volatility, thus, signals 
nothing more serious than an 
adolescent economy coming of age. 
ANAND ADHIKARI 





The Manufacturing Competitiveness Mission announced by the Prime Minister 
makes eminent sense but the real question is whether it can deliver. 


Singh recently announced the 
launch of a Manufacturing 
Competitiveness Mission to take 
the growth rate of the country’s 
manufacturing sector up from about 
7 per cent at present to 12 per cent 


pss MINISTER MANMOHAN 
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over the next few yeares. This, says 
the National Manufacturing 
Competitive Council (NMCO, which 
is spearheading the mission, will 
generate 2.5 million jobs over the 
next 10 years compared to one 
million jobs over the last decade 


and raise the manufacturing sector's 
contribution to gross domestic 
product from 17 per cent in 2003- 
04 to 23 per cent over the next 
couple of years. 

An NMCC report on “National 
Strategy for Manufacturing in India" 


SHOME BASI 





Manmohan Singh: Optimistic 


says issues like tariffs and indirect 
taxes, cost of capital, innovation 
and technology, infrastructure and 
regulatory environment are holding 
back the sector. For starters, the 
NMCC has identified 12 industries 
which have massive potential for 
rapid growth and employment 
generation. These include textiles 
and garments, leather and leather 
goods, food processing, gems and 
jewellery, handlooms and handi- 
crafts, chemicals, pharmaceuticals, 


. information technology hardware, 


electronics, auto components and 
the capital goods industry. 
However, as Nagesh Kumar, 
Director General, Research & 
Information System for Non- 
Aligned and Other Developing 
Countries, points out, most firms in 
any industry broadly face a similar 
macro-economic environment; yet, 
their performances vary widely. 
“Obviously, enterprise dynamism 
has a role to play in producing suc- 
cess stories,” he says, adding that this 
hasn’t been addressed by the report. 
But that’s a minor glitch in an 
otherwise long-overdue exercise. The 
point is: will the government walk 
the talk and iron out the policy and 
regulatory bottlenecks that is holding 
back Indian industry, or will it simply 
carry on mouthing platitudes. The 
jury is out on that one. 
ASHISH GUPTA 





Growing With The Times 


The government is hiking the SSI investment 
limit to Rs 5 crore for 69 more items 


MORE-THAN-TWO-YEAR-OLD PROPOSAL BY THE MINISTRY OF SMALL 
і E айл Rural Industries will finally become official pol- 
icy. Its long-pending note on raising the investment limit in small-scale 
industries from Rs 1 crore to Rs 5 crore in 69 more products—in- 
cluding all pharmaceutical products falling under the small and 
medium enterprise (SME) category—has been accepted by the Union 
Cabinet. “A notification to that effect will be issued soon,” says a sen- 
ior official in the ministry. 

The increased investment limit will help many industries such as 
auto components, glassware and food processing, but it will really 
bring a sea change in functioning of the pharmaceutical sector. 
The reason: for the past two years, the government has been 
pressurising small and medium pharmaceutical companies to adopt 

“good manufacturing practices (GMP)" under Schedule M—which 
deals with issues of good manufacturing practices—of the Drugs and 


Cosmetics Act, 1940, without much success. 


LONG OVERDUE STEP 
Raising the SSI investment limit from Rs 1 crore to Rs 5 crore will: 
m Help smaller pharma companies implement 
| Good Management Practices 
m Allow small firms to upgrade technology 
m Provide à level playing field for small 
companies 
| Increase competitiveness of SSIS 
Improve the sector's export potential 


SME pharma companies argued that by implementing СМР, 
which would require investments of more than Rs 1 crore, they 
would lose their small scale industries (ssi) status. “They can now 
modernise and upgrade themselves without fear now that the limit 
is being raised,” says D.G. Shah, Secretary General, Indian 
Pharmaceutical Alliance, a union of 11 domestic pharma companies. 

Incidentally, the smaller pharmaceutical companies have been 
having rough ride over the last couple of years. The government’s 
decision to levy excise duty on the maximum retail price (MRP) of 
medicines rather than on their factory-gate price—the price that 
wholesalers, hospitals and pharmacies pay for the drug—has meant 
that it no longer makes business sense for the bigger pharmaceutical 
companies to source their products from smaller manufacturers. 

Pharma apart, the 69 new items include pickles and chutneys, 
bread, dyestuff, glass and ceramics and automotive parts such as horn 
buttons, radiator grills, seat cushion and sun shades. Once the 
notification is issued, the SME sector will have 140 items with an 
investment limit of Rs 5 crore. 

ASHISH GUPTA 
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TAKING INDIA TO THE WORLD FOR MANAGING TOMORROW 
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National B-School Challenge 


In association with 


ЫС 


TATA 
TATA CONSULTANCY SERVICES 


WATCH OUT FOR THE ACUMEN 2005 TELECAST | 
HEADLINES TODAY FROM JAN 8 ONWARDS. 


To watch Acumen, India's only national level B-School Challenge, hit y: 
remote atthe righttime. Every Sunday on Headlines Today. Presented 
Business Today and Aditya Birla Group in association with Ti 
Consultancy Services. 
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Trendy new condos, 
new places to explore, 


super cool gadgets 


are now gearing up to take on new 
strategies, budgets, and fresh targets all 
over again. A new year of achievement is 


rolling in for you. As you brace yourself for the adrenalin along 


already in or on their 


way-your lifestyle is 


with the ups and downs each quarter, we bring you a set of 
things for you to look forward to. These will make all your 


achievements feel extra special-come on, not everyone can 


getting enriched like 


never before 


afford that mighty rocker of a Smartphone, or that superb flat at 
a prime location. With the new heights you conquer; come new 


avenues to explore and new comforts for your family. 


LOD 


POWER TOY Sinai ct n 

gadget geek, no 
amount of money you have will ever be enough. 
From business phones to groovy multimedia ringers, 
from the good ol' GSM phone to cellphones that 
support the yet-to-arrive 3G, from plain infra red 
connectivity to buzzing Bluetooth and Wi-Fi 
capabilities, the choice is awesome, with 
price tags to match. If you are a compulsive buyer, go for a 
Smartphone for work and a couple of snazzy colorful camera 
and multimedia phones for play. Samsung has the D600 for 
work as well as play. Nokia fans looking for a productivity 
solution can wait for the launch of E61. For play, watch out 
for the 6280 with two cameras-one for taking pictures, and 
one for video calls. If sleek is what you want, and you 
london or inganore che 0, the 


hannen to he іп 


MOTOSLVR, or the 17. Thin yet sturdy, with a screen 

that claims to be a visual feast, a camera, an MP3 
player-this will bring on the drool. 

Sleeker laptops, running on Wi-Fi, with longer 

backup times аге now easily available. If you need 

some color, check out the VAIO offerings-onyx 

black, jade green, sky blue, raspberry red, and 

pearl white. Samsung also has a red offering in 

its 030 NotePC. If you don't mind Apple going the Intel 

way, there's the MacBook Pro with its instant video 

conferencing features. 

A PDA is also a must for a road warrior. You will easily find 
many sleek ones that pack in more power and memory than 
you'll need, with a range of connectivity options, and 
multimedia applications to keep you hooked. You can even get 
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INTRODUCING THE ULTRASLIM MOTOSLVR L7 with EXTENDABLE MEMORY 


It's sophisticated, seductive and surprisingly slim at 10.9mm. Check it out. It's so cool, it's hot 

• Extendable Memory - 128MB Transflash card • Cutting-edge form, fit, finish e Large display e 1 Ht тт 
with 262k colours * МРЗ Player * Video Recording * Quad Band * Fully loaded with accessories, w) Й. 
Stereo headset, Data Cable, Screenwipe • Bluetooth 


Е) 


L7 INTRODUCTORY PRICE Rs 12,490 





MOTOASSIST Toll free helpline 1600111211 "Extensive Nationwide Service Centers Always insist on the Motorola India warranty card and sticker *Some features are netwo 
and subscription dependent. Motorola and the stylised M Logo are registered in the US Patent and Trademark Office. All other product or service names are the property of their respective owner 


The Bluetooth trademarks are owned by their proprietor and used by Motorola, Inc. under license. © MOTOROLA, Inc. 2005, 
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elf contained community developments have become the norm for living now. Suburbs with acres and acres at their 

disposal are giving way to apartments in various designs, hues and combinations. With a number of builders in the 
fray, the choice for you is tremendous. Subtle and not-so- 
subtle campaigns point you to the complex that suits your 
budget. There are now luxury villas, condominiums and 
penthouses thoughtfully and tastefully designed to match 
your lifestyle. r ^ 
Some sport 1151 [ \ | | | | 
the latest D 
tech innovations so you remain wired (or unwired) wherever 
you go. There are many going the green way-using 
construction materials and practices that do the least 
damage to the environment, and cut down your running 
costs as well. The residential campus try to be as complete 
as possible, some even sport golf courses. Entertainment, 
shopping, health and fitness, salons-all are thought of as 
part of the entire system. Surveillance systems and 
presence of guard ensure high security at all times. 





here do you want to go this year? If you decide to holiday in India, there are 

many places to explore. If you have been to the hills in the North and the 
backwaters of the South, you can head East to the tea gardens and cool climes. 
Explore Ladakh, or maybe hit the desert trail in Rajasthan. There's Goa, of 
course if the family 
can't agree upon 
one destination. 
If i's abroad you 
want to head out, Europe has a many, many places to explore. London, 
Switzerland, Paris, Amsterdam, Venice-these are the favorites of course. But 
also worth checking out are Austria, Scotland, and Greece. An African safari is a 
great idea for the adventurous. If it's a languorous holiday you want, Seychelles 
is a good bet. Sydney, Singapore, Phuket, Florida-all are must visits for the 
frequent holidayer. 







Or thing that takes a toll as you're busy working long hours, eating at odd hours and consuming odder things, is your 
health. Headaches, eye problems, backaches, heart ailments, and gastro intestinal disorders are now very common 
in people who lead hectic work-heavy life styles. 

After a hard day's work there's nothing like a good massage to soothe your aching muscles and relax your mind. Check 
out the world's first and only massager that massages your calves, ankles and feet all at the same time. The iSqueez is a 
lower leg massager specifically designed to give a stimulating foot and ankle massage, while shaping and toning your 
calves simultaneously. It's priced at about Rs 22,000. This product has been launched by OSIM India. Another product 
from them is the iMedic, a luxurious chair which offers massages with a twist. This is the only massage chair around which 
has a swivel feature. You can also consider the Noro Comfy Chair which gives you four different massages--rolling, 
pushing, kneading and taping. 

Working out at the gym in your apartment complex will also do you lots of 
good. Or you could take up yoga lessons. You could also set up a 
personal gym at home and have family workout sessions too-that will give 
you more time to spend with 
the family too. 

Take up some sport. Tennis, 
badminton, squash, cricket, 
golf...choose your pace and style. Sign up at a club and play regularly. It 
doesn't just keep you fit, but also helps you meet new people and 
understand new points of view too. 

With so many options to live life to the fullest, you will have to find time to 
fit in all the cool things being whipped up for you. And with so many 
innovative things coming on the block, you are going to have a tough year 
figuring out what to buy. Exciting year ahead! 
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LACOSTE.” ‘sia was born in 1933 when 

René Lacoste, a_ tennis 
superstar of the 1920s and multiple grand slam and Davis 
Cup winner, decided to begin manufacturing the perfect 
shirt for tennis. As he later recalled, "To beat the heat of 
American summer, | finally decided to have a shirt made 
just for me... the LACOSTE shirt!" Thus was born the 12.12 
polo in petit-piqué. Beyond this iconic product, René 
Lacoste also created a lifestyle, an approach to life based 
on the values of tennis and sport but which goes 
further: Perseverance without aggression, 
performance but with respect, the desire to win without 
crushing the opponent. Created in 1933, Lacoste today 
has become a US $ 1 billion lifestyle brand offering a 
complete range of apparel, eyewear, perfumes, 
shoes, bags and watches for men, ladies and 
children. The brand has never ceased . 
conquering new territories. 

Today, it boasts of a large range of clothing 
and products. From the chic and relaxed polo 
shirts to the elegant and sophisticated golf shirts 
in its sportswear collection, Lacoste has 
reinvented itself keeping in minds the trends of 
each era. It remained modern through the 
years and remains modern even today by 
simply anticipating the requirements of its 
consumers. Customers, who are drawn 

_ irresistibly to Lacoste, have always been 
Bi 





mesmerized by its style. The Lacoste style has evolved 
over the ages and apart from an astonishing diversity of 
products, it also has more than five hundred models. 

Breaking the boundaries 
between sports and fashion years 
ago, few brands can claim to have 
remained so sartorially elegant 
through the ages. Today the 
Lacoste ethos can be summed up 
as "Style on Skin". It tells the world 
that you are confident and at ease 
with yourself, with an 
unconventional and sophisticated 
style that is all your own. The 
hallmark of the brand lies in its 
unique combination of individuality 
and style. Its appeal explains its 
phenomenal success across the 
globe and through the passage of time. 

The premium French apparel brand, Lacoste, is 
launching its trend setting designs for Spring/Summer 06 
shortly. Lacoste is showcasing a collection which is 
different, clean, crisp, sport, and yet formal, called "Preppy 
Prop". For men, Preppy Prop continues to reference other 
sports, twisting them into chic and contemporary wardrobe 
essentials. The graphic bowling-inspired shirts as well as 
baseball pants have been reinvented, as trousers with 
contrast piping will most certainly make the hit list for the 
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season. For women, Preppy Prop forecasts the back-to- 
School sexy looks. The trendsetting designs have been 
designed by Lacoste Creative Director, Christophe Lemaire. 

Lacoste ushers yet another new era in India with the 
unveiling of its Concept Boutique in MGF, Gurgaon. Restyled 
on lines of international Lacoste boutiques, the Concept 
Boutique is elegant with a subtle touch of luxury and will set 
the pattern for all Lacoste boutiques in India. Featuring a 
fresh and modern look, the new Concept Boutique is a 

perfect blend of modernity and innate classicism, and 


















EEA promises an unparalleled shopping experience to its 


Indian customers. Lacoste's values of understated 
elegance and subtle luxury are portrayed in the store's 

rich colors, soft cuts and interior designs. More inviting 

than ever, the boutique decor with its white walls and 
„ Curved recessed fixtures and display units, lends a 

| . pristine and luxurious atmosphere, and gives a 
warm and welcoming feeling. 

The new advertising campaign of Lacoste that 
was launched in Autumn/Winter 0506 has been 
received very positively. "Un peu d'air sur terre" is 
the concept behind the innovative LACOSTE 
advertising campaign which will be continued in this 
' season as well. It expresses LACOSTE's response 
— to the consumers need to breathe freely, to rise 
above it all, to feel more liberated. For LACOSTE, 
air is a metaphor for freedom of movement, of 
mind, and of attitude. LACOSTE isn't about 


| appearance. It's about being comfortable with the self. 
It offers what everyone is seeking today-a little 
evolution, some space, some tranquility. This little 
something, which is about more 
room to breathe, and feeling good 
about oneself, can be found in all 
LACOSTE products. 

Part of the Rs 400 Crore 
Turner Morrison Group, Sports 
and Leisure Apparel Limited is the 
Lacoste licensee in India. With a 
state-of-the-art manufacturing 
facility in Noida, the first Lacoste 
Boutique was inaugurated by 
Bernard Lacoste at VAMA, 
Bombay in October 1993. The 
brand has grown steadily over last 
twelve years. The crocodile has 
retained its exclusivity and is the pride of many satisfied 
owners. In the last ten years of its existence, Lacoste has 
opened more than 40 exclusive boutiques and corners all 
over the country. Our list of customers has almost everyone 
who counts. Most of the Indian film stars make it a point to 
wear their Lacoste Polos for several cover photography 
sessions with film magazines. The crocodile is a common 
sight on all the golf courses and tennis courts of the country. 
Many of our leading industrialists sport the crocodile logo 
not only on weekends, but even in their boardrooms. 
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You lead. You discern. 
You worship quality not imagery. 
You set standards. You set trends. 
You define the benchmark. 
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Presenting Eleganté. 4+1 bedroom lifestyle apartments. 


Business lounge and concierge services * Sky lounge for unique cosmic 
experience * Mid-sky gardens * 60,000 sq. ft. mega club with the best of sports 
and recreational facilities * Air-conditioned apartments with 100% power back-up 

German style modular kitchen with the latest white goods » Designer woodwork 
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Visit our sample flat 
to experience the new benchmark for luxurious living. 


ALLELES, 


THE NEW BENCHMARK 


For an appointment, call: 98187 96912, 98106 19991/92/93 
Site Off.: Windsor Park, Plot No. 5, Vaibhav Khand (Opposite Sector-62, Noida), Indirapuram 
E-mail: marketing@assotech.in Website: www.assotech.in 








is famous for its beautiful sunny days and 
tarry nights. But when the sun is 
blistering hot and your air conditioner has reached its 
limit, wouldn't it be great if you could control the level of 
heat and energy consumption in your house? With Somfy 
Automation Systems, sun control and energy efficiency 
become really simple. 

Somfy, a global innovator in automation systems for 
awnings, blinds and roller-shutters, has an automation 
System to suit most window coverings and shades in 
residential and commercial buildings. When the glare and 
heat become too much, you simply adjust the position of 
your shade covering with the push of a button. Better still, 
you could install a sensor or timer to automatically adjust 
the awning, blind or shutter for you. Somfy Automation 


1 Energy 


t interiors 


Systems give you comfort, convenience and control, and all 
this at your fingertips. 

Worldwide experts are acknowledging the need for energy 
savings. This is leading to emergence of Green Buildings and 
a move from eco-efficiency to eco-effectiveness. The Somfy 
Automation System decreases the level of heat and sun 
entering your house, thus reducing the load on your air- 
conditioner, and increasing energy efficiency. Greater energy 
efficiency also mean cost savings for you. 

Somfy brings the "soft strength" of motorization to you 
through its dedicated "Powered by Somfy" network. Somfy 
automation specialists are fully trained to provide you with 
an expert product and installation advice. All Somfy motors 
come with a 5-year warranty. 

For further information, please visit www.somfy.co.in 








P it on a foundation of strong technical expertise 
j 8 i and with a sound financial backbone, the $50 
million Assotech group is carving a niche for itself by 
creating a culture of modern multi-storied.. residential 
apartments, and entertainment and recreational centres. 








Bringing global living standards to India 


Impressive statistics 
* Over 2.6 million sq. ft. of projects worth. $200 million in 
various stages of completion 

* 11 million sq. ft. of projects on the anvil. 

* Sales expected to cross $100 million by 2008 

* First recreational project, "Windsor Club", is the largest 
club of the city. 

Assotech's other successful projects include, Windsor 
Greens, Windsor Park and Cabana. 


Future projects 

+ Springfields: An international lifestyle -residential 
complex in Greater Noida with built-up area of 1.6 million 
Sq. ft on 21 acres. More than half of the project sold in the 
pre-launch period. Situated on.the upcoming Noida-Greater 


Noida Expressway. Over 700 ultra-modern residential 
apartments, having low-rise independent floors and 
condominiums. Surrounded by a 70-metre-wide green belt. 
Lots of space with only 36 families per acre. Floating 
Clubhouse with the best of sports and recreational facilities. 
* Elegante: Ultra luxurious, air-conditioned, 4+1 bedroom 
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Building future. 






apartments with 100% power back up in Indirapuram. 


` International-style interiors, German-style modular kitchen, 


imported marble, designer woodwork, elegant lights and 
fans. Mid-sky gardens, sky lounge for a unique cosmic 
experience, centralized launderette,. crèche and: day-care 
service, business and movie lounge, lifetime concierge 
Services, and super-express elevator. Five-star recreational 
club on 60,000 sq. ft. 

Assotech is partnering in bringing one of the largest 
integrated modern township worth $1 billion in the NCR. 
Spread over 600 acres, it will be fully self-sufficient, with a 
built-up space of more than 10 million sq. ft. for residential, 
commercial and retail spaces, stadium, hotels, and 
warehousing and IT park. 

For more information visit www.assotech.in or e-mail 
marketing @ assotech.in or call 98106 19991/92/93. 
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Stay Connected 
Stellar Design 


Motorola SP SLVR 17 


super Slim, super Stylish, super performer 


Features 
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It E e time of the year when your heart reverberates with romance. 

Lladró, a connoisseur of love, has always celebrated this spirit with 
style and sophistication. 

With love in the air, the urge to give nothing but the best to your 
soulmate increases manifold. Lladró's perfection and elegance in pristine 

porcelain figurines gives you just the perfect option to mesmerise your 
beloved. The brand new edition of the highly acclaimed version of "The Kiss" 
from this illustrious house is all set to enthrall your loved one with its exquisite 
beauty. 

Keeping in sync with public demand, this festive season, Lladró has 
introduced a miniature replica of the original that is ethereal romance given a 
shape in porcelain. Available at a special festive price of Rs 68,550 only, it's 
just perfect to wish your special one a Happy Valentine's Day. 

What's more, along with this miniature version, you can have a 
masterpiece from the "Talismania" collection absolutely free. This not- 
to-miss offer is only for a limited period-unlike your love, it won't last 
forever. 
So go ahead and express your love in the timeless beauty of 
porcelain grandeur. 
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Solid fundamentals built brick by brick. 


AnISO 9001 Company, D S. Kulkarni Developers Ltd. has grown from strength to strength. Its Turnover has increased at a 
CAGR of nearly 160% from Rs.25 lacs to Rs.54 crores (FY05) over the last 13 years. 

Its visionary, eco-friendly mega project of 10,000 homes ‘DSK Vishwa’ spread over 110 acres in Pune has redefined quality 
standards in the industry. 


The Company has over 35 lac sq.ft. under construction in Mumbai, Pune and Bangalore and projects worth Rs.657 crores | 


are targeted to be handed over by FY09. For effective marketing globally, D.S. Kulkarni has representatives in USA, UK, 
Dubai, Bahrain, Kuwait and Kenya. 

India's booming economy has given a major boost to the real estate sector. With well established credentials and a strong 
reputation built on trust, D.S, Kulkarni Developers looks forward to a future of accelerated growth and prosperity. 


D.S. KULKARNI DEVELOPERS LTD. 
Ап ISO 9001:2000 company 
| ‘DSK House’, J-M. Road, Shivajinagar, Pune 411 005 (India) 
Ph: 91-20-560 47 100 Tele-information: 91-20-560 47 181 
Mumbai : Ph: 91-22-243 243 28,243 018 83 
Email: sales@dskdl.com Web: www.dskdl.com 


Amember of the DSK Group which has interests in Automobile, 17, Engineering, Education, Hospitality, Trading & Import. 
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Bank accounts remain the most favoured investment avenue, beating 
equity, mutual funds and even small savings hollow 


T'S BEEN CLEAR FOR A WHILE NOW THAT THE 
Government is nudging the retail investor towards 
equity and away from assured return instruments. 
The survey, though, makes it clear that the common 
man is not very good at taking a hint. He is still happily 
salting away his hard-earned money in the good old 
savings (SB) account though returns are a paltry 3.5 per 
cent. Even in commercially savvy Mumbai, 27 per 
cent of respondents prefer sB accounts and 13 per 
cent choose bank fixed deposits (FDS). But the 7 per cent 
looking at equity in Mumbai is still higher than the 
1-4 per cent from other cities. 
What is surprising, though, is that not enough 


Mutual Fund Preferences 


(All respondents who invest in 


mutual funds) All Delhi Mumbai Chennai Kolkata Hyderabad 


EEN: 5 + +: ; 7 








Balanced funds 5 5 9 6 6 0 
ee 2 ۰` + 
MIP 3. du DES CER: тг у 
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Not specified no MN. NN D Uu 
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Delhi Chennai Kolkata 
Al | Mumbai | Bangalore | Hyderabad 


ERE ssn 35 24 20 23 


Post office accounts Ж ЖА Ж» ERI 

8.5 58.4.60. Bre 
Home locker (Money kept at home) 11 16 7 3 23 2 13 
Stocks (Equity Shares) 32713 1 1 
Mutual funds 2 2 33 08M 2 
Sin; AE RE $ "1:374 38 EU 
Gold 8 8 6 зии ^4 9 
Bank fixed deposits 00 10 9 3) 6 7 ШЦ 
Post office deposits; NSC, WPet. 9 4 4 3 2 14 5 
Ше insurance premium ——— п Шии 6 
Other insurance premiums 3 354 6 520 8. 3 
dads УЕ 1:1:2 05056119317 
Others 1' 3. 1, 9$ 71-24. 


Figures in per cent 
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people are using even the diminished small savings 
instruments effectively. Given the 8 per cent returns 
from Public Provident Fund (PPF) or the 7.5 per cent 
from post office returns, why would the risk-averse 
investor not choose these over the ubiquitous SB 
account? Overall, only 6 per cent choose PPFs and 5 
per cent, post office savings. Kolkata is a smart city, 
though, with 14 per cent and 9 per cent choosing to 
invest in the two avenues. 

What's really scary, though, is the number of people 
that still believe that a box under the bed will not 
only protect but also magically grow their money. 
About 11 per cent of the respondents keep money at 
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(All respondents who invest in Gold) 
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home, with 16 per cent of the respondents in Delhi 
guilty of doing this. Given the city's crime record, are 
they begging for it? 

In this scenario, it's hardly surprising that mutual 
funds (Mrs) should be almost ignored. Overall, a piffling 
2 per cent of respondents choose MF investments. 
Here too, Kolkata scores better, with 4 per cent of 
investors, against only 3 per cent in Mumbai, 2. per cent 
in Delhi, and zero per cent in Bangalore opting for this 
investment avenue. Of those who do buy Mrs, an 
overwhelming 79 per cent overall are unable or refuse 
to specify the funds they buy. Since the reply is hardly 
life-threatening, one can only assume that most simply 
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Loan insurance policy 
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Is Life Insurance = 
Investment? 


Insurance is, 
predictably enough, 
confused with 
investment, 
instead of being 
considered purely 
as risk cover 
Figures in per cent 





Not specified 


Life i insurance is purchased by most people, possibly because 


of the tax breaks, but most other forms of cover are ignored 
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A checklist for the wise investor 


Stock Indices are touching new highs. on the back of surging volumes: More and more investors are. 


investing/trading i in stock markets than ever before. It is therefore imperative for investors to follow Dos and Don' ts 


ein general while еше in the: stock market as there are attendant risks associated: with it. 


| Given below are the Dos and Don'ts in general for investors who are dealing in stock marketê: 


Dos | 

| А lways деа! with market intermediaries: нена 
with SEBI/Exchanges. | | ; 

2. Give clear and unambiguous i instructions to your broker/ 
agerit/depository participant. M 

3. Always insist on contract notes from your broker: In 
case of doubt regarding. the transactions, verify the 
“genuineness of the same on the Exchange website. 

4. Always settle dues through. normal E channels 
: with the market intermediaries. VET 

E 5. Before placing an order with 
; -please check the credential т 
& “management, its, fundam, 
| announcements made» by: them and various other 








А САЯ 
е companies, its 





` disclosures made under various Regulations. The: sources 


of information are the websites of the Exchanges and 


‘companies, 

magazines etc. | 
6. Adopt trading/investment strategies commensurate 
with your risk-bearing capacity as all investments carry 
risk, the degree of which varies according to. the 
investment strategy adopted. | 

7. Please carry out due-dili igence before registering as 
client with any intermediary. Further, investors are 
requested to carefully read and understand the contents 
stated: in the Risk. Disclosure Document, which forms 
part of the investor registration requirement for dealing 
through brokers.in the Stock Market. eus 

8. Be cautious about stocks, which show a sudden spurt 
in. price or trading activity, especially low priced stocks. 
9. Please be informed. that there are no guaranteed 


returns. on investment in stock markets. 


Issued in public interest by Investor Protection Fund 


| ‘Bombay Stock Exchange Ltd., P ] Towers, Dalal Street, Mumbai. 
(Tel: 22721233/34 Toll Free: 1600 22 6663 Please visit us at www.bseindia.com 


Is. and. recent 


databases of Чата ‘vendor, business 


Don’ ts . ; 
і. Don't deal with: мааа brokers/sub: brokers, | 
intermediaries. ; : 
2. Don't deal based on rumours general ily called tips. 

3. Don't fall prey to promises. of guaranteed returns. | 
4. Don't get misled by companies showing. approvals/ n 
registrations from Government agencies. as. th a 











approvals could be for certain other purposes and not 
for the securities you are buying. - | 
5. Don't leave the custody of your Demat Transaction 
slip book in the hands of any. intermediary. ا‎ 
6. Don't get carried - away with the onslaught of. 
advertisements about the financial ‘performance: of 5 
companies in print and electronic media. 
7. Don't blindly follow media reports on sepa 
developments, as they:could be misleading. | 
8. Don't blindly imitate investment decisions of others - 
who may have profited from their investment decisions. | 


For the benefit of investors, the Exchange has 
installed a Toll Free line 1600 22 6663, wherein they | 
can. provide information on any specific lead with | 
regard to any type of undesirable trading practice in 
any scrip or any type of market aberration observed | 
by them. Investors are hereby requested to get their 

messages recorded in English or Hindi. The. identity _ 
of the investor will Бе: kept confidential, 


{эиәюшә si әрә ou] - 
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Chennai is obviously a lender's paradise, while Kolkatans borrow very little. 
But across the country, if there's one loan they are all taking, it's for homes 


don't know what they have bought, depending blindly 
on the friendly neighbourhood broker (or banker) to 
make their decisions. Among the respondents who do 
know their investments, diversified funds score high. 

The magic word, of course, is gold. An overall 8 
per cent of respondents are all for the yellow metal. 
In Bangalore, 12 per cent buy gold vis-à-vis 2 per cent 
buying post office instruments, while 9 per cent in 
Chennai prefer gold against 3 per cent going for 
mutual funds. What's worrying, though, is the high 63 
per cent of respondents overall who buy gold as 
ornaments (and not coins/bars), in which form it's 
more an illiquid asset than an investment. 

While most people have life insurance (82 per 
cent) and Mediclaim (34 per cent), household insu- 
rance is neglected (7 per cent). However, 66 per cent 
of respondents overall still consider life insurance an 
investment. Whole life and endowment plans are the 
most popular at 42 per cent and 39 per cent res- 
pectively, with only 7 per cent buying pure risk plans. 

And where do our respondents spend money? 
Overall, 32 per cent say monthly groceries and util- 
ity bills take up the lion's share. In Delhi, 26 per 
cent of respondents binge on entertainment and 
clothes. Interestingly, gizmos are a new addition to 
household spends. Loan repayments loom large— 
41 per cent overall have taken loans. It's mostly car 
and home loans although personal loans seem 
popular in the south. And 54 per cent people are 
spending Rs 1,000 to Rs 5,000 a month just on 
EMIs. Credit rules! m 
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What They 
Borrow For 


Delhi Chennai Kolkata 
Al | Mumbai | Bangalore | Hyderabad 


6 16 27 18 15 20 


Car/Auto loan 0 19 6 
8. 7 20 
Educational loan 1350755710 ТУЫ ЖА" | 
2308 2А. Bi 
None 59 63 64 45 56 70 54 
41 37 36 55 44 30 46 
Figures in per cent 





Where Their Money Goes 


Debt/ loan repayment 
Gifts 


Children's education 


Salaries paid out (Maid/ 
cook/ driver etc.) 


Eating out ч 
j Gadgets (mobile, 

Money given to other è 

household members gaming por 

for their expenses я 




















Holidays 


Transportation 
(Car fuel/ Car 
maintenance/ 
Train pass/ 

Bus fare etc.) 


Lom 
ing, house Utilities (Telephone/ 
rent etc.) Electricity bills) 


Clothes 





Entertainment 
Figures in per cent 
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|. H.O. - Mumbai: Tel: 022-26539060, 022-26539468, 022-26539072 Mobile: 98213 19660 / 98201 98339 / 98200 35970 / 98200 35853 Regional Offices 
| (West) * Ahmedabad 9426720534 * Panaji 2420053, 2220490 + Pune 9850986610 (East) * Agartala 224125 * Aizwal 2340815 • Bhubaneshwar 
| 9437067818 • Dimapur 227040 • Gangtok 223015 * Guwahati 2513102 • Imphal 2312191 ° Itanagar 2215967 • Kolkata 22166657 • Patna 9835287372 
| * Ranchi 2308266 - Shillong 2501518 (North) + Bhopal 9893120608 • Chandigarh 9872663548 • Dehradun 2740230 Jaipur 9828114400 + Jammu 
| 2432524 + Lucknow 9839075491 • New Delhi 9810677546 * Raipur 9893137220 ° Shimla 2622567, 2622258 (South) * Chennai 9444008427 
| * Hyderabad 9866012835 ° Thiruvananthapuram 9447374716, 2325725 * Bangalore 9448497000. For details, visit NABARD's website at www.nabard.org 
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INTERVIEW: Sandesh Kirkire/CEO/ Kotak Mahindra Mutual Fund 


“To Beat Inflation, People Have 
To Look At Other Asset Classes” 


QUITY IS ON A ROLL 
while small savings 
languish, As traditional 
avenues dry up, will 
investors move into 
mutual funds? Sandesh Kirkire, CEO, 
Kotak Mahindra Mutual Fund, 
certainly thinks so. He talks to BT’s 
Mahesh Nayak about reigning 
trends in mutual fund investments. 


What in your view is driving the growth 
in the economy? 

Essentially, there are three segments 
of the economy that are driving 
growth in India. First, the global 
outsourcing story—wage advantage 
translated across sectors. Second, 
the demographic impact—50 per 
cent of the population is less than 25 
and the average home acquirer is 
below 30 years; high aspiration 
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with access to cheap capital leads to 
spending. And third is the lack of 
effective infrastructure, which means 
job creation. This cycle of spending 
and job creation makes the 8 per 
cent GDP growth look achievable. 


How is this impacting mutual funds? 

When the retail balance sheet 
increases, that is where mutual funds 
will come in. Five to 10 years back, 
it didn't matter if your money stayed 
in bank deposits and if, post-tax, 
you were barely beating inflation. It 
didn't matter because cash flow 
from your job or business was 
funding your needs. Today, needs 
have increased, following rising 
aspiration levels, and you need 
surplus cash flow to meet EMIs. 
With traditional savings not able 
to beat inflation, never mind your 





EMI, people have to look at other 
asset classes. 

Also, the price escalation that 
can hit a rising economy in 
education or medicine will see a 
large shift of investment into mutual 
funds. The *wholesalisation' of the 
market is also attracting retail 
investors to mutual funds, as it 
becomes difficult for them to track 
the market. 


Do you think it will be easy bringing 
investors into mutual funds? 

No. The problem is to educate. The 
country is abounding with literates, 
but when it comes to understanding 
investment, we are still financial 
illiterates. Mutual fund as a concept 
is very simple, but people still don't 
understand NAV. Investors imagine 
an NAV of Rs 15 per unit is cheaper 
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than Rs 50 per unit. Therefore, 


- existing schemes do not sell. We 


have to make them understand, and - 


that's the big task. The second issue 


is of penetration of the mutual fund 
industry across the market and that _ 


remains a big challenge. 


How difficult is it to sell mutual funds 


compared to selling insurance? 


‘We are a pass-through, while » 


insurance is not. Second, assurance 
of return, which an AMC can never 


commit to, has seen investors going 
for insurance products despite their © 
lower returns. Another reason іѕ 


that mutual funds are under-capi 

talised and the nature of the 
product is different. Unli 

bank deposits or postal deposi 

selling mutual funds comes wit 


How doi a nadiual und. compare with 
unit-linke insurance schemes? _ 


Co Ме compete directly 


. However, the combin 
mutual fund and a tern 
o, isa better product than a U 
~ someone takes а sip from a mu 
fund and a term insurance from 
some insurance company, he will 


“that agents are not tied down to a 
fund have also seen AMCs relying 


on distributors. 


Do you think distributors are misguiding 


investors and leading them to churn 


their portfolio unnecessarily? 
Yes, wrong advice and mis-selling 
‘does take place. The advisory role of | 


the distributor cannot be denied: 
An AMC can only conduct investor 


camps, but. ultimately distributors 
-sell the product. 1 feel they should 
be bronge under some regulation; 


‘The bast way to enter 
quity is through SIPs. 


| t's a healthy way to built 


be better off than with a ШР. > 


Investors don’t understand that 
the expense ratio in ULIPs is much © 
higher than іп а mutual fund. In 
ULIPS, the expense ratio is charged. 
on the premium amount, while we 









charge it on the Nav. 


How do you see the role of a distributor 
in the development of mutual funds? 


The role of the distributor cannot be 


|. denied. Unlike banks, asset 
management, although simple, | 










cannot touch the customer. 
Customer ownership is not with 
me and this is the. fundamental 






difference between banks and 


mutual funds. The AMC does not 
provide the. investor with choice, 


v Ats the distributor, and the 
ownership lies with him. The lower ` 
capital requirement and the fact. 





some degree of corporate 
rnance should be there to track 


Through which route are retail investors 
^ coming: into mutual funds? 

As the government is forced to 
further bring down the rates on 
assured return schemes, except for 







witnessing SIPs on the rise. But the 
` proportion is still small compared to 





equity is through sips. You don't 


ibutor malice. 1 strongly feel 


the need for a distributors asso- - 
ciation, with guidelines from SEBI 


a few subsidies to senior citizens, 


"investors will be forced to look at 
equities. At such a point, mutual 


funds will be considered the safest 
option for investors. We are already 


the overall AUM size of the industry. 
If you ask me, the best way to enter 


-try to time the market, so it’s a 


healthy way to built investments. 
As far as equity schemes аге 
concerned, existing schemes have 
not received large money in the 
current financial year—most money: 


has actually moved out. In fact, _ 

equity as an asset class has only 
‘grown through new fund offerings. 
- As for debt schemes, 65-70 per cent 


of the corpus is held by corporates, 


апа the rest by HNis; retail portion... 


in debt is very small. 


Given this scenario, what is the retail 
; response to sophisticated products 


ing launched by MFS? 
etail investors are yet to 


“understand an equity product. Only 


when financial literacy rises, will 
nvestors look at new products. 


However, th need for such 


зе HNI and. the $ 


debt is marker linked: which is 200 
basis points lower than the assured 
rate of returns. Even in equity, we 






are yet to see long-term money 
coming in. It is not that our investors 
are not open to long-term inve- 


sting-—they buy seven-year Kisan 


Vikas Patras and Nscs—but when it: 


comes to equity, the tendency is to. 
ишш book profits. : 


















What do investors prefer dividend е or. 
growth: options? 

The Indian investor psychology has 
been such that the investing pattern 
is less than one year. Therefore, 

investors. prefer the dividend 
option. As an industry, only 
25-30 per cent of the assets stay 


invested beyond one year; the — 


remaining 70-75. per cent af money 


ds being churned. : 
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NEWS ROUND-UP 


Flat With A View 


IF YOU WANT REAL ESTATE INVESTMENT WITH A TWIST, TRY 
buying a service apartment. There's been quite a 
boom in the business in recent years, given that 
these are a more convenient and cheap alternative to 
hotels. "It's like staying at a home away from home," 
says Elizabeth Barker, here (in Bangalore) on a six- 
month contract as voice and accent trainer at a 
leading business process outsourcing firm. Given 
the cost and shortage of hotel rooms, more visitors are 
opting for service apartments. 

Builders have quickly cottoned on to this, and 
high net-worth individuals and second apartment 
buyers are choosing to put their money here. Take, for 
example, Kolkata-based IT executive Debashish 
Bhattacharya, who built a three-storied house at 


Zi 


Barker's apartment: Should you invest in the like? 


Rajarhat in 1996-97. He now stays in a company- 
provided flat, and has turned his house into a service 
apartment. Says Ninge Gowda, who runs a service 
apartment complex in Jayanagar, Bangalore: 
"Investments in service apartments typically yield 
around 15-20 per cent per annum—apart from the 
capital appreciation on the real estate." 

However, it works best for investors who want a 
long-term investment and are fine with it not yielding 
fixed monthly returns. Your typical investor today is the 
young, high net-worth, second-home buyer who likes 
the intermittent high returns and the scope for capital 
appreciation. Don't take the plunge, though, without first 
doing your homework, especially since there are only 
a few credible players. As S. Subramanayam, MD, 
Ascent Securities, says: "Be careful about who you 
invest with. The developer's track record must be 
examined. Conventional builders might not be the 
right choice, as they might not have the skill sets 
required to run a service apartment." So there. 

VENKATESHA BABU 
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Give Us A Tax Break, Minister 


INVESTORS CAN EARN MORE THIS YEAR IF FINANCE MINISTER 
P. Chidambaram agrees to demands for reintroducing tax 
exemptions on interest income from deposits. The Indian 
Banks Association has asked that interest income from 
deposits be included under Sec. 80C deductions that now 
cover insurance, equity linked savings schemes and the 
like (see table below). Depositors, who have seen interest 
rates sliding sharply, have long pleaded for this. Now, 
bankers join them, as scorching credit growth has 
outpaced growth in deposits. "Deposits must grow to 
support infrastructure investment and industrial growth," 
says R. Balakrishnan, Executive Director, Andhra Bank. 
How about hiking deposit rates? "That would entail 
increasing lending rates," warns the CEO of a public 


sector bank. At least the exemption then? 
ANAND ADHIKARI 


The Other Eligibles 


INSTRUMENT 0CK-1! RETURNS 










8% 
8% — 
5%-5.5% ie 
5%-6%/market-linked 
for ULIPs — 
market-linked 

(20% to even 100%) 


“Eligible for Sec. 80C exemption up to maximum investment of Rs 1 lakh 
Source: Market research 


What’s In It For Women? 


MAHILANIVESH IS A WOMEN- 
centric scheme from ING Vysya 
Mutual Fund, only it doesn’t 
seem to have anything specifi- 
cally useful for women investors, 
except that only they are eligible 
to buy units. Money is invested 
in ING Vysya's Floating Rate 
Fund and then automatically 
transferred each month to the 
Dividend Yield Fund. Says Paras 
Adenwala, CIO (Equity), ING 
Vysya Fund: "It's a simple STP 
(systematic transfer plan) and, 
as women are conservative 
investors, we chose a dividend 
yield fund." If that's all, then women can certainly look 
further. Dividend yield funds are low-risk but returns 
are lower too. Second, with stock prices at an all-time 
high, yields will be lower and capital appreciation 
restricted. If it's STPs you want, do check out other 
products as well. 











Mahilanivesh: "A 
simple STP for women" 


MAHESH NAYAK 
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Rating Debate 


Risk is inherent to equity. How much can you 
magic it away? 


NDERSTANDABLY ALARMED 

by the vastness of the 
slowly unfolding initial 
public offerings (multiple 
applications and the like) 
scam, the Securities and 
Exchange Board of India 
(SEBI) recently announced 
plans to introduce ratings 
for IPOs. While SEBI's 
motive of investor protection 
is worthy, are ratings really 
the way to go? 

SEBI has said the rat- 
ing, to be made voluntarily, 
„Will cover promoters, the 
2 track record of the manage- 
ment, and past perform- 
z ance, will not comment on 
" issue pricing, and will be 

disclosed (prominently) in 
the offer document. 

The problem is that risk is intrinsic to equity invest- 
ment, and to imply that a rating could somehow lessen 
this risk might be dangerous. Says K.E.C. Raja Kumar, 
CEO, UTI Venture Funds Management, formerly a 
regional manager with SEBI: "Rating IPOs is not a 
practical idea. Ours is a free market and enough research 
houses publish independent views on an |PO—whether 
it's fairly priced; its potential etc." Also, the proposal 
leaves some questions unanswered: What, for instance, 
if the issue is rated high but fails at the bourse? 

Others argue that a rating system will distil 
fundamental information for the investor. However, as 
Kumar points out: "Ratings can give investors a false 
sense of safety." The least investors can do is read offer 
documents and company reports carefully. 

What's the alternative? Says Kumar: "If marqué 
venture investors or private equity investors are associated 
with the company pre-IPO, it can be presumed that the 
issue quality is good. Venture-backed IPOs have 
performed better than others in developed markets." 

Now, SEBI is talking about rating brokers as well. 
This move will probably prove more crucial for the 
retail investor, given the vast number of shadowy 
entities out there, but here too experts point out 
that categorising brokers into A or B groups might 
work better than straightforward ratings. 

VAISHNA ROY 







Rating IPOs: Is that really 
the way to go? 
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Value-picker's Corner 


BSE closing Daily market cap on BSE 
prices (in Rs) (in Rs crore) 



















55 
Sep. 19 '05 






62.9 
Jan, 13 '06 





229.7 
Jan. 17 '05 


43.1 
Jan. 17 '05 


SREI INFRASTRUCTURE FINANCE; PRICE: Rs 63 


SET UP IN 1989, SREI INFRASTRUCTURE FINANCE SURVIVED THE 
mid-1990s when several private non-banking financial 
companies closed down. Today, it's the market leader in 
infrastructure equipment finance, with three businesses— 
equipment finance (lease and hire purchase), project 
finance, and renewable energy product finance. The last 
is a high growth segment, and SREI is among the first 
companies here. SREI finances only green (like solar) 
energy systems and started QUIPO, India's first 
infrastructure equipment bank. Undervalued compared to 
peer IDFC, SREI is trading at a low price equity multiple 
of 14.36 versus IDFC's 20.29. The corresponding EPS fig- 
ures are Rs 4.38 and Rs 3.48, respectively. Priced at Rs 
63, the scrip has the potential to treble in about two years. 
SAHAD P.V. 





Trend-spotting 


HERE COMES ANOTHER HOT YEAR FOR 
IPOs, with market watchers 
predicting that around Rs 45,000 
crore will be raised from the primary 
market in 2006. According to Prithvi 
Haldea, Managing Director, Prime 
Database, a substantial portion of 
this will come from the government 





Prime Database's diluting its stake in public sector 
Haldea: Looking firms and fresh issues. Says S. 
pid gia another Ramesh, Executive Director (Equity 


Product Group), Kotak Mahindra 
Capital: "| expect offerings from companies with sound 
track record, and of reasonably sized floats." Small issues 
are unlikely, given the lack of support from investment 
bankers, but expect listings in diverse sectors like capital 
goods, lifestyle products, entertainment, food, food 
processing and healthcare. 

MAHESH NAYAK 
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Distance Education 


e MS (Finance) 

e MS (Accounting) 
e MS 
TVE 


x Granted accreditation of 8 papers, subject to maximum of 150 credits at 
Advance Diploma level of Chartered Insurance Institute (Ctl), UK and 
MS (Insurance) graduates need to complete 5 more papers (140 credits) 
leading to ACI designation, subject to CII Membership rules. 


(Banking) 


(Insurance)* 








MS Programs 


Distance Learning 
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Highlights 
Duration: Two years for each Program 
Eligibility: Graduates (any discipline) 
MS (Finance) leading to the CFA Charter from COFA: 
MS (Accounting) leading to the CPA Designation | 
MS (Banking) leading to the CBM Designation 

MS (Insurance) leading to the CRIM Designation 
Quality Courseware 

Web Support on 24 x 7 basis 

Examinations four times a year at 130 Test Centers 
Equated monthly instalment (EMI) facility 









For details and prospectus, please contact : 
ICFAI Center for Distance Education, 
23, Nagarjuna Hills, Punjagutta, Hyderabad 500082. 


Ph:040-23430431-36, Fax: 040-55639711. Email: info Gicfai.org 


www.icfai.org 
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BECKONING CAREERS 


Floating On Air 


The Indian entertainment industry is poised to grow three-fold to 
Rs 60,000 crore by 2010. This will create thousands of new jobs 
for creative people and professionals alike. KRISHNA GOPALAN 


OR ALL THOSE FILM BUFFS WHO DREAMT OF 
getting close and personal with the Amitabh 
Bachchans, Shah Rukh Khans, Aishwarya 
Rais and Karan Johars of this world, there’s 
hope at hand. The best part is that you will 
even get paid for rubbing shoulders (well, almost) 
with the stars. No; they’re not in the market for 
hangers on. It’s just that increasing corporatisation of the 
Indian film industry is creating new job opportunities for 
professionals who have hitherto steered clear of it. 


“The entertainment industry is increasingly hiring 
professionals in areas like operations, marketing and 
publicity,” says Ketaki Gupte, Senior Client Partner 
(Consumer & Media Market) Korn Ferry, a leading 
executive search firm. “Already, companies like urv and 
a few others are run along corporate lines; and with 
large business houses like the Aditya Birla Group and the 
Anil Dhirubhai Ambani Enterprises (ADAE) entering 
the sector, this trend is here to stay,” she adds. 

Anshumaan Swami, CEO of Applause Entertainment, 


The increasing corporatisation of the film industry 
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which is the A.V. Birla Group’s entertainment industry 
vehicle, agrees. “The environment is changing. It’s a 
gradual process, but the Indian entertainment industry 
is becoming more structured. It’s also becoming more 
professional. This is naturally creating a demand for all 
kinds of professionally qualified people.” 

And it’s already showing in the numbers. At the ent- 
ertainment/theme park divison of Ramoji Film City in 
Hyderabad, for instance, post-graduates, including MBAs 
and Mscs, now account for 20 per cent of all employees 
(about 130 people in all). “And we will hire 500 more 
professionals within the next two-to-three years,” informs 
Rajeev Jalnapurkar, Vice President of Ramoji Film City. 

“This year, we will be recruiting 12 graduates from 
various management institutes. They will join key divisions 
like acquisitions, programming and films,” says Sushma 
Desouza, General Manager (Human Resources), UTV, one 
of the largest players in the entertainment industry. 
“The idea is to take on board future leaders who can be 
groomed to man strong second and third lines initially 
before moving up further,” she explains. Adds Swami: 
“We need qualified people in the finance and legal 
departments. Typically, we hire lawyers, chartered 
accountants and MBAs who are given clearly defined 
assignments like drawing up star contracts, etc. This 
process (of professionalising the industry) is still at an 
early stage, but it will gather steam as we go forward.” If 
one reads between the lines, the message is clear: These are 
early days; those who get in on the ground floor now will 
benefit from the early bird advantage later. Says Sharath 
Babu, Senior Manager, IMAX, Hyderabad, and a 1998 
batch MBA from Osmania University: “I joined this sector 
because I noticed that it was booming, but wasn’t getting 
the kind of attention that IT was.” 

But where is the industry itself heading? A study 
conducted jointly by the Confederation of Indian 
Industry (Сп) and leading consulting firm KPMG in 
2005 titled “Indian Entertainment Industry Focus 
2010: Dreams to Reality” says the industry as a whole 
should grow from Rs 22,200 crore in 2005 to 58,800 
crore by 2010. Sixty per cent of the incremental 
revenues will come from television, the report adds. 

So, television is clearly where the biggest 
opportunities lie. “And here, it’s important to have 
qualified people since they need to understand what 
Television Rating Points (TRPs) mean simply to know 
how a programme or show is doing," says Swami. 
And, this should come as music to the ears of 
professionals, “the business here is very structured; 
there are no grey areas," he adds. The problem, though, 
is that there are very few specialised media schools that 








Applause Entertainment's Swami: "We need qualified people" 


JOB OPPORTUNITIES IN THE 
ENTERTAINMENT SECTOR 


THE VERTICALS 
Films, Television, Administration, Finance and Legal 


THE RECRUITS* 

MBAs, CAs and other professionals from the 
consultancy, IT, telecom, FMCG, consumer 
durables and retail industries 


THE SALARY STRUCTURE 

Entry level: Rs 2.5-3.5 lakh per annum 

4- perquisites 

Senior levels: Sky is the limit 

Freelancers: Rs 8,000-10,000 per assignment for 
freshers; well established names can charge lakhs 


THE OPPORTUNITIES 

Reliable figures are not available on the number 
of jobs that are likely to be created in this sector. 
But the entertainment industry is expected to grow 
from Rs 22,000 crore in 2005 to Rs 60,000 
crore in 2010. Therefore, it will create thousands 
of new jobs for both creative people as well as 
professionals 


* Creative jobs not considered 
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UTV's Ronnie Screwvala: Taking on board future leaders 


train professionals for the industry. So, companies 
hire executives from other industries and train them for 
the jobs at hand. *We have people who've joined us 
from the consultancy, IT, FMCG, consumer durables 
and retail sectors," says Desouza. 

The creative side apart, television companies typi- 
cally need marketers who can interact with advertisers, 
their agencies, media planners and media buyers. Thus, 
marketing professionals with sound knowledge of 
these functions are in great demand. And since many 
large entertainment companies these days have a 
presence in both Tv and films, emerging fields like 
merchandising—which is expected to take off in India 
following the success of animation film Hanuman—will 
also throw up opportunities for marketing pros. 

But despite the demand, there is still a dearth of 
talent entering the industry. Complains Ashoke Surana, 
Director, Channel 8, one of the largest entertainment 
companies in eastern India: *There is a huge vacuum in 
production management, which is vital for us." 
Production management encompasses the entire gamut 
of activities ranging from managing human resources, 
marketing, finance and administration. 

What about salaries? *The pay here is competitive," 
says Ramoji Film City's Jalnapurkar. Fresh recruits 
get about Rs 2.5-3.5 lakh plus some perks; and sky is 
the limit at higher levels, with director-level salaries 
sometimes crossing the Rs 1-crore mark. 

So, if films are your passion, or even if it's money 
and a challenging career you're looking for, the ente- 
rtainment sector might be a good bet. m 

ADDITIONAL REPORTING BY AMANPREET SINGH, 

E. KUMAR SHARMA AND RITWIK MUKHERJEE 
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COUNSELLING 


I'm a 25-year-old production engineer with an MBA in 
Operations. I'm currently working as an Executive 
Assistant in a reputed automobile manufacturer, but 
am not happy with the way things are going. I'm thinking 
of shifting to retail or consultancy services. Please advise. 
With your MBA background, you should ideally be 
working in an industry with a slant towards 
technology and manufacturing. In other words, 


` give yourself some more time in your present job. 


And what’s more, you can always request your 
boss for an internal transfer. Shifting sectors is also 
an option, but what’s the guarantee that your next 
job will be more satisfying than your present one? _ 


I'm a 30-year-old handicrafts teacher pursuing a part-time 
MBA. My ultimate goal is to start a business. Though | have 
adequate financial resources at my disposal, | don't know 
how to go about doing things. Are there any courses/train- - 
ing that | can take to be better-equipped? - 

There are institutes of entrepreneurship in almost 
every major city that offer a variety of short- and 
medium-term courses. They teach you every aspect 
of business—from how to raise funds to how to 
reach out to clients to even personality development. 
Then, there are also management institutes that 
also conduct various courses. 


мой а BPO Aim where 1 handle сй calli have 
not met my targets over the past one month and my team 
leader constantly taunts me every now and then. In 
fact, he even insults/embarrasses me in front of my 
colleagues. What should | do? 

The ideal thing to do would be to wait till your 
performance improves. If, on the other hand, you 
feel things are getting out of control, then go ahead 
and speak to the manager. However, let me warn 
you that the manager may not entirely be on your 
side considering your performance and you run 
the risk of losing your job. Sé De peppad for Het 


Answers to your career concerns are солла by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, - 

US practice) of HR firm, Shilputsi Consultants, Write to 

Help, Tarun! c/o Business Today, Videocon Tower, Fifth Floor, 
E-1, Jhandewalan Extn., New Delhi—110055.. 


KALYAN CHAKRAVORTY 


Foreign Hand In 
Indian Media 


Expats are now joining Indian newspapers. 





Mike McPhate: Looking for a full-time job in India 


OT ALL FOREIGNERS YOU SEE AROUND ARE TOURISTS OR 
М travellers. There’s а trickle of Europeans and 
Americans coming here in search of employment in the 
aviation, business process outsourcing and hospitality 
industries. Now, another industry has been added to 
that list—English newspapers and magazines. 

Mike McPhate, 30, a Class of 2000 graduate 
from the University of California, Santa Cruz, came to 
Delhi from the United States in February 2004 for an 


internship with The Indian Express. Now, he wants to | 


work full-time here. *I found the subjects I 
encountered here—conflict, poverty, health crises— 
to be much more interesting than anything Га get to 
cover in the (United) States," he says. 

Torea Frey, 22, also from the United States, is 
another member of this slowly growing tribe. She 
worked as an intern for the afternoon newspaper 
Today for three months back in 2004. This Class of 
2005 graduate from Northwestern University 
returned last year and is currently looking for a 
job in a newspaper or a magazine. “The fringe ben- 
efits—transportation to and from work, health in- 
surance, vacation time—are better than those I 
would get in the US,” she says. 

RYAN WENZEL 





An Officer And 
An Executive 


Retired defence personnel eye corporate jobs. 


OST DEFENCE SERVICEMEN WHO DON’T MAKE IT 
Mbserond Lieutenant Colonel retire in their early 40s. 
And those on Short Service Commission (SSC) leave the 
services even before they touch 30. Ten per cent of the 
3,000 officers who retire every year join business process 
outsourcing (BPO) and ITES companies. Says Major General 
K.S. Sindhu, Director General (Resettlement), Ministry 
of Defence: “Each year, the defence services shed 60,000- 
80,000 people (a majority of them jawans). Most of 
them have diverse and specialist skills which they can use 
in the corporate world." Many of them are highly skilled 
in high technology areas such as space and telecom; 
others are experts in security, human resource manage- 
ment and logistics. *Much depends on one's willingness 
to learn and adapt," says Flight Lieutenant (Retd) Bipin 
Chandra, who is Vice President (India Operations), 
Knoah Solutions, which provides BPO support. He began 
his corporate career as a manager at Malhotra Industries 
and switched a few jobs before taking up his current 
assignment. That is pretty much a standard career 
progression chart for officers who join India Inc. So, who 
says there's no life after retirement? 


E. KUMAR SHARMA 
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Flight Lieutenant (Retd) Bipin Chandra: Willing to learn 
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Search for a job with a Monster 
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Finance Jobs 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 





` [HOW TO APPLY FOR THESE JOBS: 
1. Logon to www.monster.com 
2. Click on "Search Jobs" link 


3. Type the job ID number in the 
"Keyword Search" field 
4. Click the “Search Jobs" button 














Get more interview calls. 


Give your resume the touch of a 
professional resume writer. monster.com 


To find out more, type 'RR BT' and SMS to 3636 





India's No.1 Jobsite. 


Join the big league... 


We are part of the ING Group, a Dutch global financial манаш The 4" largest financial services company and the 17° digest global. j 
corporation with 1,13,000 employees worldwide, ING offers financial services in Banking, Insurance and Asset Management to 60 million 
clients ín over 50 countries: : 


in India, our network spans 450 outlets across 17 states. We require Auditors in nthe following positions fori our: internal Audit Department 
located at Bangalore: 





-Audit Managers: 6to 8 years experience 
» Asst. Managers: 4 to 6 years experience 


~ Senior Auditors: 2 to 4 years experience 





Candidates should be from reputed audit firms with bank audit experience or should have worked in banks. The areas of expertise that we 
are looking for, are:- 


» Treasury operations 


-Trade finance 
-Credit 
„information technology 





Candidates should be either Chartered Accountants, CISAs, CAIIB or FRMS. 











Email your CVs to i f Alternatively, you can courier your. resume, : while mentioning the: post you are applying for” 
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ING Re Vysya 


“Source: Fortune Global 800, Jaly 2005. 


ING Vysya Bank Ltd., Regd, & Corporate office: "ING Vysya House", G Road, Bangalore + 560 001. Visit us at: www.ingvysyabank.co 







An entrepreneurial opportunit 
in USA for an 





We are a leading 20-year-old Delhi based Advertising Agency. We have now geared up our Studio to service the quality 
design/artwork/print production needs of overseas clients. Already we are servicing customers in US, Canada & Belgium. 


To tap into the high potential US market, with its annual design/arlwork/print production spend estimated to be in excess of 
$10 billion, we're setting up a marketing office at New York. We're looking for a dynamic Business Head to drive this initiative. 
An exceptional Communications professional at ап ММС agency/marketing company, with 8-10 years under the belt. Totally 
knowledgeable about arlwork/print production in а digital environment. Possessing the: phar communication skills 
and confidence to market our services to prospective, quality-conscious American customers. Ideally you've travelled in 
the US or interacted with US. clients in your current assignment. Your brief is, within a year, develop thé outsourcing - 
business to feed our full service back-end: operations. 


Your reward: an atracive compensation package combining a monthly salary lus commission а 
on business cinched. You must be prepared to leave for the US by April. | 


Mail your resume within 7 days, detailing your current assignment; to то1948@олюй сот ойн i 
a note on "Why | am eminently qualified for the job." * 


Opportunity also exists for a Business Head i in the Advertising Agen New Delhi. 
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Shilpatsi 





Our client is a leading cotton textile manufacturer in India, with a significant global presence. Being one 
of the largest producers of denim in the world, it caters to the high quality textile requirements of Europe, 
US, West Asia, the Far East and the Asia Pacific. 


The client's principal business is manufacturing and marketing of cotton textile fabrics. The categories 
under which the businesses are classified are Denim and Khakhis, Shirtings, Knits and Voiles. It has 
forayed into garment packages for Jeans, Shirts and Knitwear from its manufacturing facilities in Bangalore 


and Ahmedabad. 


Shilputsi Consultants have been retained to recruit 


Head - Human Resources 


The Job : 


Qualifications : 
& Experience 


Remuneration : 


He/She would be responsible for all HR related activities and processes for the entire 
organization and also spearhead HR lead initiatives across the organization. The job 
entails establishing budgetary process & control mechanisms for managing operating 
costs related to recruitment, PMS & Personnel Services. He/She would finalize people 


: development policies for attracting, motivating, developing and retaining talent and 
supporting superior performance consistent with business goals. 


He/She will benchmark people development and performance management policies 


against international best practices. He/She will define processes for periodic review 
of employee performance and understand training needs of employees based on 
review. To organize career / succession planning programs for employees across the 
organization in conjunction with top management will also be a part of the responsibility. 


` Head = Human Resources would report to the Head ~ Group: Human Resources for 


the textile business. 


The candidate must have a brilliant academic background with a Post Graduate Degree 


from a renowned institute. Post graduate diploma (from IM's) or a degree іп 
Management will be a definite advantage. The candidate must have at least 10 to 15 
years of experience with 3 to 5 years in handling HR operations at a leadership level 
in large organizations. Age: 35-40 years. 


The remuneration will be comparable with the best in the industry and will include the 
usual perquisites which go with such senior position including housing and 
performance pay. 


Expressions of interest along with detailed profile should be emailed immediately to 
pratibhaG shilputsi.com with ‘position title’ in the subject column or mailed to: 


Ms. Pratibha Sheth 
Shilputsi Consultants 
Post Box 19172 
Mumbai 400 025 
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bt reporter’s diary 


NEW DELHI 
January 19, 3 p.m. 


VER SINCE PRIME MINISTER 
E Singh inaugu- 
rated late last month Delhi 
Metro's Line 3 that connects 
Barakhamba in the heart of capital's 
Connaught Place and Dwarka, 
arguably Asia's largest housing 
colony in the western outskirts of 
the city, there has been a spate of VIP 
joy rides on Delhi Metro Rail. The 
list includes Japanese Minister for 
Foreign Affairs, Taro Aso, Ireland's 
Prime Minister Bertie Ahern, the 
judges of Supreme Court, including 
Chief Justice Y.K. Sabharwal, and 
Delhi Chief Minister Sheila Dikshit. 
As a business reporter, my 
interest in the metro goes beyond its 
novelty (besides, Metro's phase I 
is three years old now). I want to 
find out just how much has India's 
showcase project transformed lives 
of people in the capital. There's 
only one way to find out. I decide to 
take a ride on the newly opened 
section to and from Dwarka. My 
boarding station: Jhandewalan, 
which is a two-minute walk from 
my office. First impressions: The 
escalator at the station isn't working 
yet and some final finishing work is 
still going on, but the platform itself 
is neat and clean. 

I haven't been waiting for more 
than three minutes when the 
Korean-built rolling stock glides 
into the station. There's an assort- 
ment of passengers waiting to board 
at Jhandewalan this Friday after- 
noon: school children, housewives, 
junior executives, and men who 
look like petty traders. The train 
doors open, and a gaggle of men, 
women, children spills out on to 
the platform. I get in and choose to 
stand in one corner since that gives 
me a 360-degree view. 

Cutting through the heart of 
West Delhi and stopping for an 
average of 20 seconds at each of 
the 20 stations in between, the 
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Of Fortune 


Delhi Metro is proof that a mass rapid 
transport system doesn’t just make 
commuting easy, but also unlocks latent 
value in the local economy, says ѕлнлрр. у. 


electric train puts me at Dwarka’s 
sector 15 terminal station in all of 
40 minutes. During the journey 
Гуе been chatting up a few co-pas- 
sengers like D Murli, an agency 
officer at ICICI Prudential, located in 
the same building where my office 
is. He tells me that commuting has 
become a pleasure after the Metro 
opened, Earlier it would take him 
anywhere between an hour-and-a- 
half and two hours to reach 
Janakpuri from Connaught Place 
either by car or bus. Now it takes 
less than 20 minutes. 


To me, it’s evident that the 
Metro is changing or will change 
Delhi (In fact, it’s impacting the rest 
of the country too; ГЇЇ come to that 
in a bit). Over the past decade, the 
capital city had lost out to suburbs 
like Gurgaon, Noida and Greater 
Noida, all of which have been 
transformed by a boom in real estate 
developments. A whole lot of rr 
companies, BPOs and MNCs shifted to 
or set up their offices in Gurgaon 
and Noida, and a residential boom 
had blossomed alongside in these 
suburbs. By contrast, Delhi hardly 




















1.Jostling in: Commuters on the 
Barakhamba-Dwarka line. Apparently, 
5 lakh passengers ride up and down 
this line every day 

2.Kolkata Metro: India’s first, but 
upstaged by Delhi's more modern metro 


3.Booming West Delhi: Real estate 
prices have soared in Dwarka 


saw any new residential develop- 
ment, except for Dwarka, which 
had a low 20 per cent occupancy 
until last year. As for commercial 
projects, only a couple of them are 
coming up in select areas like Saket 
and Vasant Kunj. 

That may be about to change. 


As the Metro line neared comple- 
tion, Dwarka’s occupancy doubled 
to 40 per cent in the last few 
months, while real estate prices 
shot up by more than 30 per cent. 
“The price of a Rs 25-lakh apart- 
ment has gone up to Rs 30 lakh in 
Dwarka in the last two or three 
months alone,” says Sandeep Saini, 
a local real estate broker. “Once 
the metro line extends to the heart 
of Dwarka, expected by March, 
the prices will shoot up another 
Rs 5 lakh to 10 lakh,” he says. 
But the biggest impact of Metro 
is retail development and it’s 


happening across all the major 
centres like Janakpuri, Shivaji Place, 
Jasola and Shahadra in the Delhi 
Metro corridor. For instance, Janak 
Place (the Janakpuri commercial 


complex owned by Delhi 
Development Authority) had been 
lying neglected for years due to a 
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lack of retail interest. “Now we see 
a lot of action there,” says Aniruddh 
Wahal, Associate Director, Jones 
Lang Lasalle, a real estate 
consultancy. He adds it’s likely that 
BPOs and IT firms may look at setting 
up shop in these metro corridors, 
since it’s far cheaper than running 
operations in Gurgaon and Noida. 
“Shahadra is a great destination for 
a BPO. It’s well-connected to Delhi 
University and also Noida,” he says. 
Plus, BPOs can save on transport 
costs, which, in Gurgaon, is equal to 
the real estate costs. 

Phase I of Delhi Metro has 
three lines: a Blue Line that con- 
nects Barakhamba Road with 
Dwarka; Yellow runs between 
Central Secretariat and Delhi 
University’s North Campus, and 
Red connects Shahadra in East 
Delhi to Rithala in North. The 
Red Line will be fully operational 
by March. The plan is to have 245 
kilometres of rail network (con- 
sisting of 8 lines) within Delhi by 
2021. Then, it is expected to carry 
10.8 million people per day. It’s 
going to be a great respite for com- 
muters of Delhi, which adds about 
600 cars a day. 

Delhi Metro’s success has ignited 
interest in other big cities too. 
Kolkata and Delhi apart, there are 
six cities where the population is 
more than three million and an 
MRTS is planned. Chennai, 
Hyderabad, Bangalore, Ahmedabad 
and Mumbai have approached Delhi 
Metro for preparing detailed project 
reports for metro systems. The work 
on Bangalore's proposed 36.5-kilo- 
metre metro rail network may begin 
anytime now (25 construction 
companies have been shortlisted), 
and is expected to be completed in 
five years. (Even countries like Sri 
Lanka, Indonesia and Bangladesh 
have approached рмкс for help.) 

So, it's quite possible that in 
another 30 years or so, India's big 
cities start looking world class. 
Now, that’s something. m 
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bt bookend 


What After Globalisation? 


“Mr Strategy”, Kenichi Ohmae, on why a borderless world 
demands a new script for its players. R. SRIDHARAN 


THE NEXT HETHER WE LIKE IT OR NOT, GLOBALISATION IS 
GLOBAL STAGE \ X / here to stay. Despite the World Trade Organ- 
ization's (WTO) slow crawl, companies and 


Ву Kenichi Ohmae ^ consumers will increasingly and inexorably cross their 
Pearson Power own borders to do business. One man who foresaw this 


PP: 282 long before most others, is Kenichi Ohmae. The nuclear 
Price: Rs 499 


engineer from the Massachusetts Institute of Technology 
(MIT) and former McKinsey consultant has been talking 
of a borderless world for at least two decades 
now. His first book on the subject, Triad 
| Power, urged companies to embed 
themselves in the triad of Europe, Japan 
. and America to be able to compete on the 
. global stage. His next book, The Bor- 
derless World, published five years later in 
. 1990, looked at what corporations would 
. need to compete in a world where eco- 
. nomic boundaries were merging. In the 
` books that followed (End of the Nation 
State: Tbe Rise of Regional Economies; 
. and The Invisible Continent), he built 
. on his globalisation arguments, pointing 
out, for example, how clusters of highly 
competitive regions were emerging within 
countries across the world that would be 
the real engines of growth, and why in 
the new scheme of things, capital would 
always chase the best return, no matter 
where it came from. 
KENICH The Next Global Stage, therefore, is 
another attempt by Ohmae to make sense of the 
rapid changes that are taking place in the global economy, 
and how companies, governments, and even individuals need to 
respond to it. First off, says Ohmae, forget all the rules of traditional 
economics. Why? Most of the principles, he argues, were developed keep- 
ing the nation-state framework in mind, but now that it is region-states 
that drive economies, those principles need to be reconsidered. A high 
interest rate, says Ohmae, need not always harm capital investment; it can 
be a powerful means of attracting money from other parts of the world. 
He cites for example the Greenspan era during Bill Clinton's 
administration, when the Federal Reserve kept increasing interest rates 
in small doses in the name of cooling an overheated economy, but all it 
really wanted to do was get global investors to put more money into 
America. Ohmae's suggestion that “the global economy is new. There is 
no rulebook. Nobody knows what will work. The only solution is to try 
and, if at first you fail..." may not be too comforting to those looking to 
the book for a roadmap for the new era. Still, there's one thing Tbe Next 
Global Stage (minus a few typos) will not leave you in doubt of, and that 
is just how much the world really has shrunk in the past two decades. m 


AND OPPORTUNITIES 


CHALLE ТП “ТД 


IN Qum BOR 
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Opportunities and Challenges 


INDIA & THE DOHA 
WORK PROGRAMME 


OPPORTUNITIES 
AND CHALLENGES 
Edited By Veena Jha 
Macmillan India Ltd. 
PP: 378 
Price: Rs 595 


T IS RATHER UNFORTUNATE THAT A 
r ir importance 
should have missed the deadline of 
the Hong Kong Sixth Ministerial of 
the World Trade Organization in — 
December. After all, the Indian 
objectives at this multilateral meet 
were very similar to the basic 
theme of this book—furthering the 
cause of India's interest globally 
while safeguarding its domestic 
interests at the same time. The 
publication of the book just weeks 
after the announcement of the 
Hong Kong declaration may have 
robbed the book of its immediacy, 
yet it remains a valuable addition 
on this subject. India & the Doha 
does a good job of not only ad- — 
dressing the critical issues of 


^. Doha—agriculture, non-market _ 


agriculture access, services, trade - 
facilitation and subsidies—in a 
lucid and reader-friendly fashion, 
but also focuses on the country's 
negotiating stance and its impact. _ 
Therefore, whether you are a trade _ 
expert or just a layman trying to 
come to grips with the complexities 
of the Doha talks, this book is a 


must read. 


Most people have no clue what do with their money. 
They spend it lavishly, invest in the wrong things and end 
up losing what they had in the first place. Kaun Rahega 
Crorepati is a unique show on Awaaz, where India's biggest 
financial experts tell the winners of KBC how to spend, 
grow and invest their money intelligently. Profit from their 
expertise and pick up tips on how to multiply, not divide 
your own wealth. 








CROREPATI 


Thurs 10 pm, Sat 8:30 pm, Sun 11 am 


Back of the book 
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Gobi Manchurian 


In Gummidi 


Once a culinary freak, the 
dish is now an institution 
in the South. к. sucumar 


HERE I WAS, IN A MILITARY HOTEL 

—thus named because the first of 

the kind emerged to cater to 
the carnivorous needs of Tamils that 
had enlisted in the army and were 
back home on furlough, in what was 
then primarily herbivore territory (a 
status that has since changed; Tamil 
Nadu boasts the highest per capita 
consumption of fish, among all states, 
in India)—engaged in the complex 
tossing up required to decide between 
fried rabbit and roast quail (I eventually 
went with the safe option, both) when I 
heard a group that had just come in, and 
occupied the next table, place its order. 

“Rendu fish fry, rendu gobi manchurian 
Mawes ” (Two fried fish, two gobi manchurian) 

Now, gobi manchurian (we will come to what 
exactly this exotic sounding dish is in a while) is not 
exactly the kind of thing you’d expect to find in a 
military hotel, or a Chettinad (specialising in the fiery 
cuisine of the Chettiars, a Tamil sub-community) 
restaurant. Yet, over the course of a week in December, 
the only time of the year Chennai is inhabitable— 
reasons for: the weather, which is balmy, a Carnatic 
music and dance festival, some 3,000 concerts in the 
span of a month; reasons against: hordes of descending 
non-resident Indians, which means crowds everywhere 
—that is exactly what I found. Chennai is no longer 
about filter-coffee and mrysore pak (a sweetmeat made 
from flour, dollops of clarified butter and a healthy 
helping of sugar); it is about gobi manchurian, a fixture 
in menus of restaurants across the city, even in those 
that largely subscribe to the idli-dosa ideology. 
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Gobi manchurian is nothing but cauliflower, 
slathered with spices, deep fried, then served dry or in 
a gravy (see How To Make Gobi Manchurian). It 
emerged on the culinary firmament sometime in the late 
1980s or early 1990s, in Bangalore. The first restau- 
rants to offer this were the Kamath-types, restaurants 
whose owners could trace back (within a couple of gen- 
erations, that is), their roots to the staunchly-Brahmin 
and staunchly-vegetarian region of Udipi, somewhere 
in the neighbourhood of Karnataka’s South-West, 
adjoining the Arabian Sea. Dakshin Canara, as the 
region is still popularly known, also boasts a traditional 


non-vegetarian cuisine, but that is another story. In 
Udipi, for instance, there aren’t too many restaurants 
that serve meat of any kind (this writer’s memory 
from a decade-old trip is that there is none). 

The Bangalore of the late 1980s/early 1990s was a 
happening place. The pub-culture was old enough for 
women, even single women, to brave venturing into 
watering holes for a pitcher of draught, yet new enough 
for people to still be excited about pubs (and for the 
pubs themselves to retain their freshness). The tech- 
boom was some time away, but very much in sight. 
And, in a city that liked to eat out, traditional 
cuisine, facing the onslaught of a slew of eateries 
offering every kind of cuisine, was ready for a make- 
over. In many ways, gobi manchurian symbolised that 
makeover. It is a wholly original dish, not South 
Indian, not North Indian, and definitely not Chinese in 
origin. The typical vegetarian family in Bangalore 
would order soup (strictly of the South Indian variety), 
gobi manchurian (served with toothpicks for easy 
consumption), and either an unlimited South Indian 
meal or rotis and a few North Indian dishes cooked the 
South Indian way. Pubs started offering gobi 
manchurian as a starter for their vegetarian patrons. 

From Bangalore, the dish has travelled to other 
parts of Karnataka, to Chennai and other cities in 
Tamil Nadu, even Kerala and Andhra Pradesh, although 
the last two have escaped its stranglehold over menus 
to some extent. Га like to view the dish less as a culinary 
eyesore (it tastes like a highly-spiced fried vegetable that 
desperately wants to be highly-spiced meat) than an 
indication of the cultural transformation of certain 
parts of South India, especially (and coincidentally) those 
that have benefitted from the rr boom. Both, for 
instance, are highly unnatural. Then, some old-school- 
types may consider civilisation itself unnatural. Forget 
the philosophising and bring on the gobi manchurian. 

PS: An opportunistic spice-marketer has launched 
gobi manchurian mixes that are all the rage in 
supermarkets across Chennai and Bangalore. 





Shintekars Now we know Why hê has two hands 


POSTURE IS ALL WRONG AND SO ARE THE 


arguably 
branded fitness center which has just come to 


Delhi. The man is a mechanical engineer from the _ 
Indian Institute of Technology, Bombay, and he 


has actually designed some of the equipment at 
the 35 branches (across 12 cities) of the fitness 
chain, so | decide to be a little more careful in the 
use of my bone-coloured court shoes 


(I. make а note never to wear it to any meetings | . 


may have with fitness gurus in the future). That, 


a fitness guru, albeit a science-minded one, is what 


Sherlekar is. For 18 years after his graduation 


from IIT, Sherlekar lived in the US, er 


Honeywell for some time, earning a 
PAN seien P ейн ЧЫН Чы 


Капю for rester in 1932, and started offer- 
ing aerobics lessons at one Talwalkars centre. The 
association has lasted (growing into a partnership) 
and Sherlekar even trains 150 personal trainers 
every year at the company's fitness academy in 


. Pune. "The time for serious exercising is be- 


tween the ages of 35 and 50," says the 59-year- 

old who still exercises for six hours a week. 

There's still enough time left for me. m 
AMANPREET SINGH 
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bt treadmill 


RAMEN SARKAR 


The Sumo Manoeuvre 


F YOU WORK OUT WITH WEIGHTS REGULARLY, YOU'RE LIKELY TO HAVE A 
[i favourite exercises. Many of my male co-gymmers like the 

bench-press. In the confines of the men’s locker room some of them 
have even confided to me that the bench-press makes them feel macho 
and strong, even studly! Others prefer arm exercises, biceps curls and tri- 
ceps press-downs that pump up the big guns to look cool in fitted T-shirts. 
That’s probably why every summer, that’s what you see most men doing 
at their gyms; pumping up their arms. Women at my gym have very 
different priorities. Many of them love doing lower-body exercises to tone 
their hips, glutes, thighs and calves. My personal favourite exercise is 
the dead-lift. It’s an exercise that looks deceptively simple and essentially 
involves picking up a barbell with weights but is actually a com- 
pound exercise that works out the muscles of 
your thighs, hamstrings, hips and buttocks, 
abdomen and back. If you haven’t incorporated 
the dead-lift in your workout routine, Га suggest 
you consider doing so because it indeed is one of 
the most comprehensive workouts you could do 
for your lower body. 

Lately, I’ve been doing variations on the dead- 
lift theme and my current favourite is the Sumo 
dead-lift. As you may have guessed from the 
name, the Sumo lift involves mimicking the stance 
of Sumo wrestlers—feet wide with toes pointing 
outward. In the initial position, you lower your 
body from the buttocks, knees bent and grip the 
bar roughly at shoulder width (as in the illustration). 
The second part of the exercise is the movement 
where you straighten your legs to stand up. Your 
back must be in its natural arch throughout the 
exercise or else spinal injuries can occur. In fact, 
improper form while dead-lifting can cause slipped 
discs, particularly in the lumbar (or lower) regions 
of the back. A couple of tips to ensure good 
form: look upwards instead of straight ahead to 
ensure that your back remains naturally arched and not bent; while rising 
in the second and final stage of the exercise, mentally push your feet 
through the floor so that your leg muscles (and not the back muscles) are 
engaged when you do the exercise; also while rising, push your hips 
forward, particularly if you're lifting heavy as this will help balance 
you and reduce pressure on the spine. 

On another topic, reader Prashant Dhamal, asked me whether as an 
asthmatic he could exercise in the gym. My suggestion to Prashant would 
be to consult a medical professional before he does so. Readers with similar 
queries could also check out this website that I found has a wealth of 
information on exercising for asthmatics: twtwtw.lung.ca/astbma/exercisel. 


MUSCLES MANI 





START 











write to musclesmani@intoday.com 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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ALL ABOUT 
OSTEOARTHRITIS 


STEOARTHRITIS, ALSO CALLED 
J degenerative joint disease, is 
the most common of the more than 
100 forms of arthritis, and it affects 
30 to 40 million Americans. Nearly 
everyone over 40 has signs of 
osteoarthritis that show up on an 
X-ray. Says Dr K.L.Kalra, Senior 
Consultant, Sir Ganga Ram 
Hospital: “After heart-related 
ailments, osteoarthritis is one of 
the biggest diseases in India. The 
rate of incidence is as high as 12 
per cent of the population.” 
What Is It: Osteoarthritis в isa 
cartilage 


Causes: Some kinds of OA are known 
to be hereditary, including the 
common form in which enlargement 
of the knuckles takes place. Dr Kalra 
says: “Prominent causes of 
osteoarthritis are joint damage by 
chronic obesity, lack of physical 


Symptoms: The main paea 
associated with osteoarthritis is 


and painful joints. In say rent 

joints may ache after physical work. 

M NM DEN WN IE 
Most often it occurs at knee, wrist, 

neck, hip, ankle and spine. 

Treatment: There are various 


for 
joint and muscle exercises, anti- 
inflammatory drugs and rotating 
platform knee surgery. According to 
Dr Kalra, "RP Knee is a widely used 


MANU KAUSHIK 


bt printed circuit 


The Ultimate Digicam 
H2D39 


HAT ADDING CLOCK-SPEED TO COMPUTER CHIPS WAS IN THE 
Ww early 2000s (A great sales tactic, at least in the minds of these 
companies), adding megapixels to the resolution of digital cameras 
is today. Well, in a beat-this-if-you-can move the best-known 
name in photography, Hasselblad has launched the H2D??, a 39 
(yup, that's no typo, 39) megapixel digital camera. It also boasts other 
features such as improved colour correction and colour profiling. 
The resolution, however, will likely be its selling point. For those 
who can afford it, that is. 
Price: Starts at £21,500 (Rs 16,77,000) 





The First Skype Phone(s) 


Skype Internet Phone Plus and 
Samsung M 8000 


HE FUTURE OF TELEPHONY, ESPECIALLY 
long-distance, is here. For those 
who believe Skype is the future of the 
aforementioned, you are right, but 
JM this is Skype with a twist. Creative 
\ Labs has unveiled a Skype phone 
\which hooks up to the net through 
an Ethernet cable. Samsung has done 
one better with a phone (without wires) that 
allows people to make calls over high-speed 
wireless broadband. Add (or mix and match) 
the two, and you end up with a Skype-on-WiMax 
device, just the kind of thing we had in mind. 
Price: By year-end as phones are prototypes 





Car/Computer 
The New Mercedes S Class 


RINTED CIRCUIT NORMALLY AVOIDS CARS (UGH! MECHANICAL MONSTROSITIES) BUT JUST HAD TO MAKE AN 
exception for the new S because it boasts more computing power than your desktop (or laptop). Then, there 
are the tech-enabled features that even writers of retro ЅЕ would have been hard-pressed to come up with: radar 
assisted cruise control that allows drivers to maintain the ideal braking distance 
from the car ahead; pre-safe occupant protection which anticipates — 
" Wn 


accidents (for those drivers who manage to override the 20-odd 9p | Las 4 
A 











computers that normally help in avoiding them) and starts 
deploying safety features; and dynamic multi-con- 
tour seats. All that for a not very 
significant premium over the existing 
S makes it a steal of sorts. 

Price: Rs 75 lakh — Rs 1.5 crore 
COMPILED BY KUSHAN MITRA 





Golden Years 


AIR SAHARA WOULD HAVE BEEN A PERFECT BIRTHDAY GIFT 
for a man who already owns one airline and everything 
else. But for the time being, liquor baron and UB group 
chief VIJAY MALLYA will have to be content with the 
coffee table biography of his brought out by UB to 
commemorate his turning 50 on December 18. The 
book, edited by UB’s chief of corporate communication 
Sunita Budhiraja, is a pictorial chronicle of Mallya 
through the ages, and has an assortment of his rela- 
tives, colleagues and friends—including Kiran Mazumdar- 
Shaw and S.M. Krishna—reflecting on their associa- 
tion with him. *If there's one common plot," says the 
book, “that runs through the many different stories...it 
is the celebration of VIM as a kind and generous human 
being”. On his part, Mallya feels so moved by the gesture 
that he is believed to have told his people that “This book 


is one of the best gifts I have received”. 
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Netting It Big 


AFTER SPENDING SIX YEARS AT AN INTERNET 
company that doesn't seem to be going 
anywhere, Sify's GEORGE ZACHARIAS has got 
the break he may have been looking for. 
Starting the end of this month, the 46-year-old 
Zacharias will join Yahoo India as Managing 
Director, and operate out of Bangalore 
alongside Venkat Panchapakesan, head of 
Yahoo's global software development centre. 
Zacharias, who'll have country manager 
Neville Taraporewalla reporting to him, will 
draw on the centre's resources to "build a 
stronger India-focussed product organisation". 
“I want to make Yahoo India the most used 
and best loved internet portal in India," says 
Zacharias. We'll be watching. 
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Mr. Supercomputer 


AS THE MAN IN CHARGE OF ALL OF IBM’S RESEARCH IN 
Deep Computing, TILAK AGERWALA should have enough 
reason to feel chuffed about the supercomputers his 
division builds. For instance, their newest baby, Blue 
Gene, hailed as the world’s fastest computer, can perform 
360 trillion operations per second. Yet, for Agerwala, 
computing power in itself is meaningless. “It is Blue 
Gene’s application in complex areas like mapping the 
human brain, nuclear science, and in understanding 
the origin of the universe that makes it exciting,” says 
Agerwala, who was in Delhi recently. A fellow of 
America’s prestigious IEEE, Agerwala went to irr Kanpur 
and then to Johns Hopkins for his PhD, before joining 
IBM's T.J. Watson Research Center. His next goal: Push 
computing power to one quadrillion operations per 
second. That's one followed by 15 zeroes. 
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Corner-room Moves 


EVERYONE KNEW THAT MALVINDER MOHAN SINGH 
would take over as the CEO of Ranbaxy 
Laboratories one day, and that day 

was more likely to be in 2007 
when Brian Tempest’s term 
was expected to end. Last fort- 
night, though, India’s largest 
pharma company hurried the 
33-year-old’s appointment to 
the corner-room, and kicked up 
Tempest to the (fashion- 
able) title of Chief y 
Mentor and Exec- fS 
utive Vice Chair- 
man. Singh, who 
joined as a man- 
agement trainee in 
1994 and cut his 
teeth in various 
roles, will now 
be responsible 
for taking 
Ranbaxy 

to $5 billion 
(Rs 22,500 
crore) in sales 
by 2012. Price 
pressures in 
the Us has put 
Ranbaxy in the 
doghouse. So 
Singh had bet- 
ter get started. 
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HER BEFORE THAT, VENU ASAN 
daughter LAKSHMI starts her career in group 
S Motor the hard way: as a management 


trainee. A doctorate from The University of Warwick (her father 
also received an honorary doctorate from the university in July 
2004), Lakshmi will be put through the grind and asked to 
prove herself before she’s given any job of importance. 


“TVS Motor is a professional company where competence 
" Srinivasan told BT recently. He 
wouldn't let BT speak with his newest management trainee, 


counts over everything else 


saying that it wasn't required at this stage. So, we already 
know what papa's first word of advice to his daughter is: Keep 
your head down and just do your job. m 





CONTRIBUTED BY VENKATESHA BABU, KUSHAN MITRA, R. SRIDHARAN, KUMARKAUSHALAM AND SAHAD Р.У. 
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AGE: 68 س‎ Ep 
DESIGNATION: Chairman 
COMPANY: Tata Group 


FAWZAN HUSAIN 


Leading By Example 


ATAN TATA MUST BE A DELIGHTED MAN. VIRTUALLY ALL HIS BUSINESSES ARE DOING WELL. 
В“ Steel has already emerged as а steel multinational. TCS was listed in 2004. And 

the recent agreement between Tata Motors and Fiat is the first between an Indian 
auto company and a global biggie where the former is not the junior partner. Clearly, the 
Tata Group is at its most exciting phase; and the credit for this goes almost entirely to Tata’s 
vision. This architect from Cornell University joined the group in 1962 and maintained a 
relatively low profile till his 1991 appointment as Chairman of holding company Tata Sons. 
The Tata Group was then a loose federation of companies presided over by high profile, 
almost autonomous, satraps. Tata Sons had small stakes in many of the group’s crown jewels 
and there were serious concerns over whether the group would hold together. But Tata 
proved all the naysayers wrong. A very hands-on, tech-savvy business leader, he realised that 
the group needed a new paradigm to survive in post-reforms India. Consequently, he 
streamlined the sprawling empire into seven verticals: information systems and commu- 
nications; engineering; materials; services; energy; consumer products and chemicals. He 
also assembled a crack team of professionals who helped him consolidate the group—exiting 
sectors that didn’t hold promise and entering exciting new sectors like insurance, telecom 
and retail—and aggressively expand abroad. The Tatas have spent about $1 billion (Rs 4,500 
crore) on a series of global acquisitions and more are in the pipeline. 

Insiders say Tata delegates responsibility rather well, despite his instinctive hands-on 
nature. The results are clearly visible: the stodgy Rs 14,000-crore group he took over 15 
years ago is now a cohesive, Rs 80,000-crore conglomerate and, arguably, the best 
known Indian MNC in the world. But Tata expects the group to emerge even bigger. “More 
importantly, I hope the group comes to be regarded as being the best in India—best in the 
manner in which we operate, best in the products we deliver, and best in our value systems 
and ethics. Having said that, I hope that a hundred years from now, we will spread our wings 
far beyond India,” he said recently. That hope is already being fulfilled. Ш 

KRISHNA GOPALAN 
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From The Editor 


T ONE LEVEL, THE BUSINESS TODAY-KPMG BEST BANKS 

Survey, the 12th of which you now hold in your 

hands, is a ranking of banks based on their 
performance during a financial year. Our robust 
methodology, developed by KPMG, our knowledge part- 
ner, involves 24 parameters in six categories (size, op- 
erations, efficiency, quality of earnings, capital ade- 
quacy and asset quality). But at another level, beyond the 
ranking, are the trends that this survey invariably throws 
up every year. Like this year's stellar performance by pub- 
lic sector banks, four of which pole-vaulted into the 
top 10 list. That reflects the overall performance of the PSU 
banks during the period. Long perceived as laggards, psu 
banks have, as our survey finds, accounted for the most 
impressive gains across the parameters measured. 

Overall, it has been a period when banks have thrived. 
That is only to be expected in a buoyant economy char- 
acterised by greater consumer appetite for credit—both 
at the retail as well as the industry level, the latter having 
moved into investment mode at last. Banks, including the 
PSUs, have also reaped the benefits of having invested in 
technology in recent years. 

Besides an overall report on the 
survey and trends that have emerged 
from its results, this issue has feature 
stories by Assistant Editor Anand 
Adhikari on two banks that have 
stood out—HDFC Bank for bagging 
the top slot for the third time in a 
row and Centurion Bank for what is 
a remarkable turnaround (it has 
moved from a rank of 55 last year to 
22 this time). Also in the cover story package, is a feature 
on how small and medium enterprises (SMEs), once 
shunned by most banks, are the hot new customers that 
everyone is wooing. As Correspondent Ahona Ghosh 
finds, things may get even better for the SMEs in the 
coming months. With 2009 (when according to WTO 
conditions, India will have to further free up foreign direct 
investment in Indian banks) not so far away, the banking 
industry is all set to witness a major phase of consolidation. 

I would like to draw your attention to a new section 
launched a couple of issues back—8r Money. This 12-page 
*magazine-within-a-magazine' section is a personal 
finance special that will come to you with every issue of BT. 
Steered by Associate Editor Vaishna Roy, вт Money will 
be our guide to help you make the most of your money. 
In BT Money’s cover story for this issue, we talk about the 
five hottest sectors for investment in 2006 (yes, you 
guessed right; banking is, indeed, one of them). But there’s 
a lot more in the package: how convergence in the financial 
sector will benefit customers; will fringe benefit tax be 
scrapped? Plus news round-up and tips to help you invest. 





Sanjog Gareyan 
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raising capabilities and foreign bank 

service culture. 
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The possibility of the opening up of the 
Indian banking in 2009 should act as a 
catalyst for action, ushering in a 
transformational phase of organic and 
inorganic growth. 
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The disaster-movie trilogy 
was a tempest in a teacup 
compared to happenings 
in India's major airports. 
BT's correspondents were 
there in the thick of the 
action even as communist 
parties proved that they 
were nothing but 
economic jihadis. 
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BACK OF THE BOOK 


The Case For 

Consolidation 

Rather than a large number of 
small banks, India needs to have a 
small number of large banks. 
That calls for a change in mindset 
at public sector banks and 
liberalisation of investment norms 
for foreign ones. 


Suddenly Creditworthy 

Small and medium enterprises, long treated by 
bankers as step-children, are being wooed by 
almost every bank worth its name. And things 
are expected to get better with each passing day. 


Headed Straight Up 


Starting with a bunch of problems, Centurion 
Bank of Punjab is now a classic turnaround 
story. The only way to go is up. 
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The rankings of India's best banks. 
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A book-full of business insights from one of 
Madison Avenue's best creative minds. 
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Rich non-resident Indian 
retirees are coming back home, 
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and other such cities to 
roost. Real estate developers, 
for one, aren’t complaining. 





Treadmill 
Printed Circuit 
People 


Starring Volkswagen’s Imran Hassen; gkkworks’ 
Praful Kulkarni; Deepak Roy, former head of 
Triumph Distillers & Vintners; Vikram Kirloskar's 
daughter Manasi; Swami Narayanaswami, one of 
the few Indians on Rockwell’s B1 Stealth Bomber 
project; and Gita Wolf, the lady behind the 
independent imprint Tara Publishing, 


LEADERSHIP SPOTLIGHT 


Narottam Sekhsaria, Non-executive VC, GACL 


FEBRUARY 26 2006 BUSINESS TODAY 7 





Subscription Service: 


To begin or renew your subscription, 
please contact the customer services. 
Please have your credit card number 
and expiry date ready. 


Т 011-23684848 
9. wecare@intoday.com 

“A www.business-today.com 

011-23684858 

Subscription for 1 year (26 issues): Rs 260 

Subscription for 3 years (78 issues): Rs 780 

Alternatively you can subscribe by 

completing and mailing the form below to: 
Living Media India Ltd., 13th Floor, 

Videocon Tower, E-1, Јһапдемаіап 


Extension, New Delhi-110055. 


¦ Please find enclosed Cheque/DD Мо.:........... 
i EEEE A E E T И РУ drawn on 


j (specify bank & Ьгапсһ)............................... 





¦ Favouring Living Media India Ltd. 
¦ (Please add Rs 10 for non-Delhi 
f payment). Or please charge my card 


I Моон N AS 
i Culy БАР з олар аннараа 


| Member's signature: .................................. 





| My subscription number: ............................ 


¦ (In case of renewal) 
p Terms & conditions apply 





www. business- -today. com 


The online edition of Business Today 





e-Credit: What Next? 

In most developing countries 
financial service providers are 
not yet in a position to use mod- 
ern credit risk management tech- 
niques. Many developing 
still need to estab- 





 BPOsOnTheMove — 

-In the past two years, the BPO 
sector has recorded above 50 
per cent growth year-on-year. 
The entry of new players has 
resulted in poaching of employ- 
ees. Salaries at the entry level 
have risen 10-15 per cent, while 
zooming 25-30 per cent at the 
top level. A look at the changing 
trends in the BPO sector. 
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. The government has launched 
one of the country’s most ambi- 
tious efforts to tackle rural 
poverty. The National Rural 

_ Guarantee Scheme promises 100 
days of work each year for one 
member from each of India's 60 
million rural households. A look — 


at past schemes, and what the 
future holds for the masses? 
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Yes To Personal Finance 
The increasing coverage being given 
to personal finance is welcome. 
Instead of just narrating the 
grandiose plans of business mag- 
nets (no doubt, essential reading 
for students and the like), it is best 
to focus on what benefits the 
consumers (and readers of business 
magazines). The BT-Synovate study 
is a step in the right direction. But 
the survey only confirms what is 
common knowledge. We need in- 
depth study on money matters, like 
why investors spend the way they do. 
K. SIVA KUMAR, HYDERABAD 


Ketan Parekh And Beyond 

The cover story (Is Ketan Parekh 
Back, BT, Feb 12) raises pertinent 
questions on how a few big brokers 
dictate terms in the market. More 
importantly, the story on 
Roopalben also shows how the ІРО 
scam robs genuine retail investors. 
It is astonishing that when a large 
section of middle class, growing 
at a faster clip, is keen on entering 
the stock market, the government 
and regulators seem clueless on 
how to entice this segment with 
genuine stock market reforms. 
SHIVANI BHATNAGAR, DELHI 








Brighter Job Scenario 
The article (Floating On Air) shows 
how the job market is expanding. 
Apart from the entertainment 
industry mentioned in the story, it is 
heartening to note that various new 
segments are opening up for young- 
sters. We hope BT will keep us 
posted on the latest trends. 

MRINAL MEHTA, through e-mail 


VAT Implications 

This is with reference to media 
reports on the recently released 
FICCI survey on the impact of VAT. 
The survey highlights the perils of 
imposing VAT without putting in 
place things like uniform rates across 
states for similar products. The 
pitfalls of such negligence will come 
into focus if highly-taxed products 
like cigarettes (facing a Central tax 
levy of 130 per cent) come under 
VAT. Variance in VAT rates will create 
an incentive for large-scale inter- 


| 


state trade. Before expanding the 
VAT net to include other products, 
the empowered committee should 
deliberate upon the revenue 
efficiency of such a move. 

GOPINATH SARANGI, BHUBANESHWAR 


Air Wars 

The article (Jet, Set, Go?) narrates the 
spectacular story of Naresh Goyal. 
We also would like to know why 
public sector carriers have failed. Is 
there no way the government can 
run an efficient airline, perhaps in 
partnership with private players. In 
addition to modernisation of airports, 
the government must not back off 
from running essential services. After 
all, we are paying taxes for these 
services. The manner in which Mr 
Sreedharan (of Delhi Metro fame) 
has brought in an efficient public 
transport system should open the 
eyes of government that, before giv- 
ing up, it should try, and try harder. 


GEETANJALI THAKUR, KOLKATA 
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SHOME BASU 


A Silent Coup 


NDIA’S BANKING SECTOR HAS DEMONSTRATED WHAT 
| ا‎ always said: markets are good for every- 
one—the country, the economy, businesses and the 
common man. For proof, walk into your nearest 
bank branch. Employees are more attentive and polite, 
customer convenience is central to the services on 
offer and the table tennis tables, which were as much 
a fixture at the larger public sector bank branches a 
decade and more ago as tellers and ledgers, are now 
conspicuous by their absence. 

A silent revolution has swept through the sector. 
The still persisting differences in décor and comfort 
levels are purely cosmetic. In fact, as our survey (Page 56) 
reveals, the likes of Corporation Bank, Andhra Bank and 
Punjab National Bank have even overtaken global biggies 
like Citibank and Standard Chartered Bank. Not just this; 
the sector has shown dramatic improvements in other 
areas as well. Non-performing assets, a euphemism for 
bad loans, have declined significantly, and loans to small 
and medium enterprises—historically subject to much tug 
of war between bankers and the government— is now a 
preferred asset class. Moral of the story: competition and 
an enabling environment are as important as proper 
regulation and strict enforcement of laws. 

It’s now accepted economic logic that a well oiled 
financial sector is a necessary prerequisite for rapid eco- 
nomic growth. It is here that the Indian banking sec- 
tor—despite its reach, depth and diversity—may be 
found wanting. The truth is that our biggest bank, State 
Bank of India, will qualify at best as a mid-sized one by 





global standards; other large Indian banks like ICICI 
Bank, Canara Bank and Punjab National Bank will be 
considered small; and most of the rest will be below the 
global radar. Consolidation is the obvious way forward, 
but regulations in this regard are still hazy and unclear. 
The government needs to immediately introduce reg- 
ulations to allow for rapid consolidation in the sector. 
And while at it, it should also allow voting rights in line 
with shareholding. This will pave the way for the 
infusion of fresh capital in the sector and prepare 
them for life in the post-Basle II era. This is a window 
of opportunity that will close unless immediate action 
is taken, It will be a shame if India Inc’s triumphant 
march to the world stage is held back by a limping 
financial sector. 





A Return To Fiscal Profligacy 





Manmohan Singh: Paytime before polls 
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HEN ELECTIONS LOOM LARGE, FISCAL RECTITUDE 
X becomes the first casualty. Few governments 
are known to eschew such populism for short-term elec- 
toral gains. And the populist United Progressive Alliance, 
a rainbow coalition of different parties that is sup- 
ported, in turn, by the communist parties, could have 
been hardly expected to be different. With six states 
going to polls this year, it was a great opportunity 
for the UPA government to be popular all over again. 
Hence, the announcement by the Prime Minister, 
Manmohan Singh, of setting up of a new Pay 
Commission should have hardly come as a surprise. 
The Prime Minister—toasted for guiding India on 
the path of fiscal prudence during the early *90s— 
should have known better. The havoc caused in the 
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implementation of the Fifth Pay Commission in 
1997 by the United Front government must still be 
fresh in his mind. In one stroke, it raised the wage bill 
of the governments by as much as 1.5 per cent of the 
GDP and threw many weaker states into virtual bank- 
ruptcy. While it did make around 25 million babus 
happy, it was a nightmare for the governments of 
most states. 

The wage bill of the Centre, for instance, jumped 
from Rs 21,885 crore in 1996-97 to Rs 43,568 crore 
in 1999-2000 and those of the states from Rs 51,548 
crore to Rs 89,813 crore. And while the pay hike was 
implemented in full, the other recommendations were 
conveniently dumped. These included issues related to 
downsizing, transfers, and moving from periodic pay 
commissions to a permanent one that would con- 
stantly monitor inflation and other wage-related factors. 

The Prime Minister’s argument—the states are 
flush with surplus funds, around Rs 40,000 crore, 
and will not find it difficult to meet additional 
expenses—doesn’t cut much ice. Their fiscal well-being 


can be directly attributed to the recommendations of the 
12th Finance Commission, which increased the per- 
centage share of state governments in overall taxes 
from 29.5 per cent to 30.5 per cent. In fact, the non- 
developmental expenditure of states as a percentage of 
their aggregate receipts jumped by nearly 6 per cent— 
from 12 per cent in 2003-04 to 18 per cent in 2005-06 
—according to the Reserve Bank of India. 

Any move to implement the new Pay Commission 
is fraught with a host of dangers. While it will lead to 
greater consumption because of the higher salaries, it 
will simultaneously see a reduction in social sector and 
infrastructure spending. The Centre, which skipped 
meeting part of its obligations under the Fiscal 
Responsibility and Budget Management Act because 
it had to transfer an additional Rs 26,000 crore in 
assistance to states because of the 12th Finance 
Commission, will now find another reason to defer 
the deadline for doing so. Another fiscal mess could 
see the country’s sovereign rating plummet and dent 
the ‘India Everywhere’ story. 








All That Steel 


T COULD BE THAT IT IS HUBRIS THAT IS BEHIND MITTAL 

Steel’s bid for the Luxembourg headquartered Arcelor. 
Or it could be sound business logic. It could also be that 
the genteel sensibilities of the latter's СЕО Guy Dolle may 
have been offended by Lakshmi Mittal’s query, at a 
private dinner in his house in London just a few weeks 
before his company made its all-too-public bid, whether 
Arcelor would be interested in a merger. Or it could just 
be that he doesn’t like Mittal the man since he has 
since mentioned that he doesn’t quite trust him and that 
the finance and workings of his company, Mittal Steel, 
are opaque. Either way, this editorial isn’t actually 
about Mittal’s €18.6 billion (Rs 96,720 crore) bid 
(since risen along with the shares) for Arcelor to create 
a mammoth steel company with a market capitalisation 
of over $40 billion (Rs 180,000 crore). It is about an 
issue that countries and groups of countries (such as the 
European Union and ASEAN) across the world will have 
to address irrespective of the fate of the bid. 

The Mittal bid for Arcelor could well be the 
template for other such hostile bids in the future. It may 
involve a large Indian rr services company launching a 
bid for a large American IT services firm. Or a Japanese 
carmaker for an American one. And the governments 
concerned may not even be shareholders (in the 
Arcelor-Mittal instance, the state of Luxembourg owns 
a 5.6 per cent stake in Arcelor). Yet, the governments 
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Lakshmi Mittal: Steely resolve 


involved will need to look at the merger closely (and not 
say the kind of things the leaders of most European gov- 
ernments said in the wake of Mittal's bid) simply 
because it will involve the fates of minority share- 
holders and, more importantly, employees in their 
countries. The final decision in the Mittal-Arcelor ins- 
tance, may have to be taken by shareholders, but there 
is a role for stakeholders such as governments to play. 
The sooner governments figure out just what being a 
stakeholder is about, the better for business. m 


ALWOAVHWXNVHO NVATVN 


£ 


We wanted to connect our mission critical offices 
and manufacturing facilities across India. 
Airtel Enterprise Services gave us an 
MPLS based network across 60 locations, 
resulting in faster response to 


market dynamics." 





LG Electronics wanted to efficiently run their ERP across key functions. We at Airtel Enterprise Services gave then hybrid solution, using 


MPLS, VSAT, internet bandwidth and NLD, leading to faster decision making and substantially reduced response times 


Airtel Enterprise Services is a Strategic Business Unit especially created to deliver end-to-end telecom solutions, with platinum grade 
J f y 
Backed by world class telecom infrastructure, global tie-ups and six sigma quality processes, we are here to help you conduct business @ease 


So if you need a customised solution for your telecom needs, simply get in touch with us at 011-41519696. 


N.airtel.in / AIT 


Reporter: Clive Myrie, Mozambique, 28.02.00 

Clive Myrie was the first international journalist on the scene of 
the Mozambique floods. He spent considerable amounts of time 
reporting from che water to get across the human suffering they 
were witnessing. 


Report successfully filed 17:18 GMT 
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Party On Dalal Street instanT IP 


The fortnight’s burning question 
The Sensex breaching the 10,000 level for the first +: 
time may be a good reason for celebration, but don’t lose 
your head. KRISHNA GOPALAN AND MAHESH NAYAK 











HEN THE SENSEX KISSED THE 10,000 MARK FOR THE FIRST TIME 

ever оп the Bombay Stock Exchange (BSE) last fortnight, it was 

yet another sign that India as a market for global liquidity had 
arrived. That the benchmark index dipped below 10K by closing isn't 
important (and whether it falls further or goes on to newer highs by the 
time you read this isn't the point, either). What's significant is that a ma- 
jor psychological barrier—and that may be all it is—had been breached. 
After all, with the Sensex entering five-digit territory, it's now rubbing shoul- 
ders with the 110-year-old Dow Jones Industrial Average Index (Day) — 
which was at 10,793.62 on February 3, 2006 at the time of writing. Says 
Jaideep Goswami, Head of Institutional Equities, HDFC Securities: “It 
reflects that there is a huge level of interest in our markets and that sen- 
timents are still very strong. (On the day the Sensex hit 10K), the Japanese 
were strong buyers, which certainly augurs well." 

However, the narrowing of the gap between the Sensex and DJIA 
shouldn't by any yardstick be taken as a sign that the Indian markets are 
in the same league as their American and Japanese counterparts. For 
one, ОЛА had a market cap of $3,770 billion (Rs 1,69,65,000 crore) as of 
late last year. The Sensex's market cap, on the other hand, at the near- 
10,000 levels is just $582 billion (Rs 26,19,000 crore). As Andrew 
Holland, Executive Vice President, DSP 
Merrill Lynch, points out: “It would- 
n't be fair comparing the Sensex 
to the Dow or the Nikkei, as 
į the depth and breadth of those 
markets are much superior." 

What's more, if India's 
markets have entered the 
10K zone, it isn't the only 
one in the emerging 
; market space. Turkey, for 
instance, is over four 
times that level, in the 
45,000 range, Poland's 
benchmark index is close 
to 40K, Egypt is on fire, 
hovering near the 65K 
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IN THE 10 K LEAGUE 


How the Indian market stacks up against other emerging markets. 
Country Index” GDP Growth (%) 
Hong Kong 8.2 (Q3 

India 

Pakistan _ 
Brazil 
Colombia — — 
Mexico _ 
Venezuela 
Egypt 

Saudi Arabia 
South Africa 
Hungary __ 
Poland 

Turkey 


*Closing as on February 6, 2006; **Year ended June, 2005; ^ February 3, 2006; 
# Market in progress on February 6, 2006 Source: The Economist. GDP figure for Saudi Arabia is 
the estimate of the Economist Intelligence Unit for 2005 





mark, and Brazil is in the 37,000-38,000 range. Even 
Pakistan has crossed the 10K mark (before India, we dare 
say). As per data from The Economist, there are at least 12 
other emerging markets that have crossed the 10K mark, 
many of them comfortably, and a long time ago. 

But it’s when you start co-relating the gross domestic 
product (GDP) growth of emerging markets with their 
respective indices—markets are supposed to reflect the 
health of the economy, right?—that India emerges as a key 
player. With a stock market that’s perched at 10K and a GDP 
growth that stood at 8 per cent for the third quarter, 
India is arguably the best placed amongst the entire emerg- 
ing market lot. China's GDP did grow at 9.9 per cent for the 
fourth quarter, but its stock markets languish in the 1,300 
range. Then you have a country like Brazil, where the 
benchmark index is in 37,000 territory, but its GDP grew at 
just 1 per cent in the third quarter. In a similar vein you have 


Mexico with an index in the 18K range, but with GDP | 


growth of just 3.3 per cent (for the third quarter). 

The upshot? At the end of the day, index records in 
isolation are a great boost for sentiment, but fundamen- 
tally they may account for little, if not backed by solid eco- 
nomic (and corporate) performance. As Tridib Pathak, CIO, 
Cholamandalam AMC, points out: *I don't think we 
should give too much importance to the fact that the 
Sensex has hit 10,000. It is just a figure and has no con- 
sequential meaning. I would look for two things: market 
valuation and visibility of growth. If the valuations, for 
instance, reach historic highs, then there would be reason 
for euphoria." From the investors' point of view, Pathak 
adds, more than 10K, what should matter are figures for 
earnings growth, price-earning multiples and, of course, 
the performance of the economy. 
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| Thomas Weisel Partners (TWP), 


JUST WHAT’S SO HOT 





T'S NOT EVERY DAY THAT ANY— 

forget a nondescript—bank 

Screws up courage enough to 
take on the mighty Reserve 
Bank of India. So, the puny 
Ganesh Bank of Kurundwad's 
decision to successfully move 
the Supreme Court to block its 
RBI-blessed merger with Federal 
Bank comes as some surprise. 
But then perhaps not. The failed 
and loss-making Ganesh Bank 





RBI's Reddy: 
Staying cool 


|. (Rs 217 crore in deposits and 


Rs 106 crore in advances) has vastly bigger banks 
wooing it, including, reportedly, Citibank, the largest 
cooperative bank Saraswat and, of course, Federal 
Bank. What makes the 85-year-old Ganesh Bank hot 
property? For Saraswat, it's an opportunity to elimi- 
nate a competitor in Maharashtra, while for Citi and 
Federal Ganesh's network of 32 branches in 
Maharashtra and Karnataka is an ideal vehicle to 
reach the masses. How is the RBI taking the challenge 
to its authority? "The judiciary has its own role in the 


| system,” is all that an insider would say. 


ANAND ADHIKARI 


NOT JUST A FUND, 


ET ANOTHER FUND ANNOUNCING 
Y» of investing in India 

doesn't turn heads any- 
more. But when an investment 
banking firm says that it's stitch- 
ing together a fund of funds for 
India, you know the lure is real. 








a US-based investment banking 
firm, is close to finalising a $300- 
million (Rs 1,350-crore) fund of 
funds for India. “We plan to dis- 
tribute this amount between private equity and ven- 
ture capital companies focussed on four high-growth 
sectors of technology, infrastructure, healthcare/life sci- 
ences and retail,” says Vudayagiri “Srini” Sreenivasulu, 
37, Director for TWP India. Currently based in San 
Francisco, Sreenivasulu, who previously was at Intel 
Capital in Bangalore, will relocate to Mumbai. 
RAHUL SACHITANAND 


TWP's Srini: A 
first for India 


Dubai. 
Where one great experience leads to another. 


STILO 
- Тим - 





Uncrowded clean beaches and year-round sunshine. Luxury hotels and restaurants, serving a variety of 
international cuisine. World-class shopping malls and gold & spice souks. Desert adventures and heritage attractions 
for a fascinating Arabian experience. In short, Dubai has fun and excitement in store for your entire family. 


‘Recipient of the Galileo Express Travel and Tourism Award for Best International Tourism Board.’ 





DEPARTMENT OF TOURISM AND COMMERCE MARKETING 


112 Mittal Chambers, 11th Floor, Nariman Point, Mumbai 400 021, India. 
Tel: 0091 22 4002 7114, Fax: 0091 22 4002 7113. 
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A Crude Mess 


A sleight of hand won't help oilcos. 


Aa 


Rangarajan: Not an easy job to deliver 


HE HIGH-POWERED C. RANGARAJAN COMMITTEE, 
| set up to evolve a fuel pricing policy for 
petro-products, is likely to recommend a 
trade parity pricing regime for the oil sector. That 
means prices of fuels like petrol, diesel, LPG and 
kerosene would be determined by a combination of 
export and import parity prices. Since it boasts 
excess refining capacity, India imports crude and 
exports some amount of petrol and diesel. These will 
now be retailed at export prices, Other products, such 
as cooking gas, will be sold at the imported price and 
not at the subsidised government-determined price. 
Secondly, the committee is expected to reduce import 
duties on crude to bring about some kind of parity 
between it and petroleum products. After all, Budget 
2005 had reduced customs duty on petrol and diesel 
by 15 per cent to 10 per cent respectively, but that on 
crude only by 5 per cent. Oil companies don’t think 
a mere tinkering with import tariffs is going to help 
their bleeding bottom lines. Instead of wasting time 
on cosmetic changes, the government should link 
prices of petrol and diesel either to international 
prices or work out a cost-plus formula on a certain 
price band, says an official at Indian Oil. As for the 
subsidy on kerosene and LPG, the best way to deal 
with it, say others, is to shift the burden from the oil 
companies to the Budget. With crude prices unlikely 
to return to the $40 (Rs 1,800)-a-barrel level of 
yore, it’s clear that the government needs to take 
some tough decisions. Losses at oil companies are 
soaring, and for the first three quarters of 2005-06, 
they stand at Rs 25,000 crore. 
ASHISH GUPTA 
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PAPER BALM 


IL COMPANIES 
Ох bleeding 
and all that the gov- 
ernment wants to 
do is apply Band- 
Aid. It has offered to 
allow oil companies 
to issue bonds 
worth Rs 5,763 
crore with a coupon 
rate of 7 per cent, 
redeemable in 
2012. It's not the 
first set of oil bonds, 
but it's the first one 
meant to bridge oil Ой woes: Will the flow stem? 
marketing com- 
panies' yawning losses; most of them reported losses for the 
first time ever last year. But how much will these bonds, 
which can be transferred in favour of any other person inc- 
luding banks and corporations, help when the total losses 
are at Rs 25,000 crore? Not much. "Oil bonds will help 
companies overcome their liquidity crunch in the short term, 
but they are not a long-term solution," notes Ravi Mahajan, 
energy expert at Ernst & Young. There is only long-term 
solution: Removing government controls on oil prices. 

SHALEEN AGRAWAL 
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US Vs THEM 





Profits of Indian oil companies and foreign energy 
giants have moved in opposite directions. 


NETPROFIT 01 02 03 04 


10C -542.3 9,4972 -58.3 n.a. 
HPCL -5,0789 -221.4 -10,7775 na. 
BPCL -4,313 -2,1030 -10,242 па. 
ONGC 33,188.8 413825 38,877.6 n.a. 
GAIL 48348 77418 64315 na. 


Exxon Mobil 7,860 7,640 9920 10,710 
Chevron Texaco 2,677 3,684 3,594 4,144 
ConocoPhillips 2912 3,138 3800 3,679 
Valero Energy 534 847 1,284 1,347 
Marathon Oil 624 1,358 1,268 2,052 
*Figures in Rs million for indian companies and $ million for MNCs 

For Indian companies, the Q1 is for financial year starting April 1, and for foreign companies it's 
calendar year starting January! n.a.: Not applicable Source: Company reports 
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The Numbers Don’t Tell The Whole Story 


India Inc. delivered as expected in Q3. But oil and steel ruined the report card. 


NDIA INC. WILL BE DISAPPOINTED. A TOTAL OF 1,984 

companies recorded a net profit of Rs 30,540 crore 

for the quarter ended December 31, 2005, compared 
to Rs 29,590 crore during the previous corresponding 
period, an increase of a mere 3.2 per cent. The metals and 
oil & gas sectors were mainly responsible for the poor 
show. The net sales of the companies during the quarter 
under review jumped 15.3 per cent to Rs 3,87,674 
crore from Rs 3,36,207 crore during the previous 
corresponding quarter. The logical inference: margins 
were under pressure. 

However, if we consider the overall results minus 
these two sectors, the picture changes quite dramatically. 
A total of 1,901 companies recorded a 36 per cent 
growth in net profit to Rs 24,716 crore (Rs 18,129 
crore) on the back of an 18 per cent rise in net sales to 
Rs 2,33,848 crore (Rs 1,98,498 crore). This impres- 
sive report card is primarily due to the performance of the 
software, banking, pharmaceuticals, automobiles, cement 
and capital goods sectors. During the quarter under 
review, the collective operating profit margins of these 
companies improved by 191 basis points to 26.72 per 
cent from 24.82 per cent, despite a 19.3 per cent rise in 
interest costs to Rs 29,721 crore. 

Says Gagan Banga, Executive Director, Indiabulls 
Financial Services: “India Inc. has delivered as per 
expectations if you set aside the results of oil and steel 
companies. But the non-performance of these two sec- 
tors is a cause for concern, as they generate sub- 
stantial employment. It can also have an impact on the 
market, as companies from these sectors have a huge 
market capitalisation and account for substantial 


ANOTHER FIRST FOR 





Q3 results: Here red isn't a good sign 


weightage on major indices.” 

The steel sector suffered because of the slowdown in 
China and a flood of cheap imports. But there’s a silver lin- 
ing, too. Says Banga: “Steel is a major input for most 
companies. If prices remain subdued, the operating margins 
of India Inc. will shoot up further.” The oil sector suffered, 
as it was not allowed to charge market prices for its prod- 
ucts and also made to share the government’s subsidy 
burden. The sector recorded a 51 per cent fall in net 
profit to Rs 4,261.5 crore (Rs 8,746 crore) for the quarter 
ended December 31, 2005. Its net sales, however, jumped 
15.6 per cent to Rs 1,35,240 crore (Rs 1,17,001 crore). 

Overall, it’s been a good show. However rising 
interest rates could have an impact on margins in the 
coming quarters. 

MAHESH NAYAK 
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DRL's Prasad: Tapping opportunities 
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R REDDY'S LABORATORIES (DRL) HAS ENTERED INTO AN AGREEMENT WITH PHARMA 
major Merck & Co. to sell and distribute generic versions of two of its 
patented drugs, Zocor and Proscar, once they go off patent in the US in June 
this year. It is the first Indian pharma company to enter into such a deal with 
a multinational. “We will continue to look at such opportunities going for- 
ward,” says G.V. Prasad, Executive Vice chairman and CEO, DRL. “The deal, 
per se, is not innovative, as other companies have done it in the past,” he 
adds. Prasad, however, is quick to emphasise that this does not signal a shift 
in DRL's long-term strategy of becoming a discovery-led global pharmaceutical 
company. "It's more in the nature of a sensible opportunity that the company 
is tapping in the marketplace," he explains. The markets have welcomed the 
news. DRL's stock touched a 52-week high of Rs 1,215 on February 2, 
2006. It closed at Rs 1,190.40 on February 6. 





E. KUMAR SHARMA 


























, E The sun is rising upon a new market. A market enhanced by new ideas, new people and better ways of 
; doing business. And bringing this opportunity to countless enterprises is the much-awaited SEA-ME-WE-4. 
"This 20,000 km state-of-the-art, high-capacity broadband submarine cable connects the westem world to 
‘the emerging eastern markets. Empowering enterprises from Europe, through Middle East and India, all the way 
`: Ао ©пдароге. 
. .. Andas Network Administrators for SEA-ME-WE-4, we leverage our experience and expertise to ensure 
the network is ‘always up’. 
SEA-ME-WE-4 further enhances the combined capabilities of the Tata Indicom India Singapore cable, the 
© ТСМ network and the myriad consortium submarine cable system to enable Tata Indicom to provide high 
With a choice of cable landing stations at Mumbai, Chennai and Kochi, and multiple options to the east 
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Seeds Of Discontent 


Is Monsanto stiffing cotton farmers? 


N JANUARY 23, AS THE CONGRESS PLENARY 
Oz was winding up at Gachibowli in 
Hyderabad, Andhra Pradesh Chief Minister 
Y.S. Rajasekhara Reddy handed a letter to Prime 
Minister Manmohan Singh. It had nothing to do with 
party politics. Instead, Reddy was trying to enlist the 
PM in a fight against Us-based Monsanto, which 
markets Bt cotton seeds in India. Why? Reddy argues 
that Monsanto and its Indian ЈУ, Mahyco Monsanto 
Biotech don't have patent over Bt technology in 
India, but have collected Rs 50 lakh from other 
Indian seed companies to which they sell Bt cotton 
seeds. That apart, Monsanto and Mahyco are said to 
be charging a high “trait value” (sort of a 
royalty), which, in the case of a 
450-gm seed packet, works 
out to Rs 1,250 of the 
retail price of Rs 1,850. 
The trait value, the 
argument contin- 
ues, is not just 12 
times the cost of 
seed production, 
but higher than 
those prevailing 
in the us (Rs 
108) and China 
(Rs 34). Says 
Poonam Mala- 
kondaiah, Com- 
missioner and Director 
of Agriculture, ap: “We 
have nothing against the 
company and the technology, 
but we have been getting large 
representations from the 
farmers (about the) exorbi- 
tant price.” About 80 per cent of the farmers in the 
state have small holdings and, therefore, find the 
seed price too high. Pricing, Mahyco counters, is 
based on the value that products and technology 
deliver to farmers. And technology fees help fund 
research, and are shared with the retail technology 
channel, seed partners, shareholders and to cover 
business costs. No doubt Bt seeds have revolu- 
tioned cotton farming in AP, but Monsanto finds 
itself in a drug innovator company-like situation. 
Except in this case, farmers are a far more power- 
ful vote bank than mere pill-poppers. 
E. KUMAR SHARMA 













Bt cotton: Good, 
but pricey 
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KKR TURNS TO 





S THE CEO OF FLEXTRONICS, 

Michael Marks in June 
2004 led the purchase of 
Hughes Software Systems 
from Rupert Murdoch's 
DirecTV. Now as a 
Member of the legendary 
buyout firm, Kohlberg 
Kravis & Roberts, respon- 
sible for advising on Asia 
and technology, Marks 
may be helping KKR, a 
late entrant to the Asian 
market that he joined end 
last year, strike its first Indian deal. When BT went to 
press, HSS' (now called Flextronics Software Systems) 
President & Managing Director, Arun Kumar, was in the 
US as part of the ongoing due diligence exercise, and a 
Flextronics International spokesperson said "we have no 
comment". But sources told ВТ that the deal, which 
might see KKR buy a significant stake in FSS, could be 
announced by February-end. Flextronics had bought 
HSS for $226 million, or Rs 1,017 crore. 
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KKR's Marks: Sold on 
Indian IT 


FILLING THE GAP 





HE GOVERNMENT'S DECISION TO ALLOW 51 PER CENT FDI 
(foreign direct investment) in single-brand retail outfits 
has got some of the biggest players interested. Gap, the 
$16.3-billion (Rs 73,350-crore) apparel retailer with 
brands like Banana Republic and Old Navy, besides the flag- 
ship label, is making aggressive moves in Asia. It recently 


announced its first franchise in South-East 
Asia with retailer FJ Benjamin, which 
will sell the Gap and Banana Republic 
Brands in Singapore and Malaysia. 
Although Pantaloon's Kishore Biyani 
denies it, he is expected to land a 
multi-franchise agreement with Gap 
in India. When contacted by BT, a 
Gap representative, Kris Marubio, 
said that Gap "will consider a foray 4 
into India at the appropriate time". 
Given that in the US, Gap is fighting 
sluggish sales, it may not be too long 
before it builds a presence in virgin 
markets like India. Currently, Gap's 
international operations fetch $1.5 billion 
(Rs 6,750 crore) a year. 

RAHUL SACHITANAND 
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Among The Believers 


Silicon Valley’s two biggest VCs think India’s Web 2.0 story is red hot. 


AYBE YOU'VE HEARD THIS 
from a hopeless dotcom 
investor before: In the 


next four to five years, there will 
be at least two Indian internet com- 
panies that become global players. 
Your reaction: Yawn. This time 
around, you'll be ill advised to ignore 
the prognosis. For, making the pro- 
nouncement is not a starry-eyed 
dotcommer, but two men who are 
near gods of dotcom investing: 
Kleiner Perkins Caufield & Byers' 
(KPCB) John Doerr, and Sherpalo 
Ventures’ Ram Shriram, an early 
investor in Google and who ranks 
#3 on Forbes’ 2006 Midas List of 
best venture capitalists (VCs). Doerr, 
of course, is the man behind a host 
of companies such as Compaq (now 
merged with HP), Netscape, Sun 
Microsystems, Amazon, and Google. 
To prove they mean it, Doerr 
and Shriram are putting their money 
where their mouth is. They’ve 
picked up a stake in Naukri.com, 
a leading jobs portal that raked in 
Rs 8 crore in profits on revenues 
of Rs 45 crore last year. Besides, 
the duo has struck a deal with 
travel portal Cleartrip.com. The 
size of the investment and other 
details of the two deals have not 
been made public yet. 
Apparently, Naukri and 
Cleartrip are the first investments 
KPCB has made out of the us. 
According to Doerr, КРСВ never 
looked beyond the 30-mile radius of 
its office in Menlo Park. But now, 
Doerr, like Shriram, is quite bullish 
on consumer-led growth in the dig- 
ital space in India. “Unlike China, 
where growth is a foreign invest- 
ment- and a state-led phenomenon, 
growth in India is consumer 
investment- and consumption-led,” 
notes Shriram. According to Doerr, 
this is the best time to invest in 
India because “the market is now 
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better developed, web is more 
broad-based, broadband market is 
rapidly expanding and there are 
many young and smarter entre- 
preneurs. The business commu- 
nity is positive about growth in 
India like never before.” But he 
regrets the fact that he missed 
India’s software boom. 

Both Doerr and Shriram main- 
tain that Web 2.0 in India is about 
setting up businesses for the local 
market, unlike the first wave when 
players got into the new media 
business to mainly outsource. “For 
the first time ever, there is an 
opportunity in India to build com- 
panies that would serve the local 
consumers and gradually, these 
can be scaled up to global level,” 
says Shriram, who sold his shopbot 
firm Junglee to Amazon for $200 
million (Rs 840 crore then) before 
turning a vc. According to Forbes, 
he still owns 2.8 million shares in 
Google, worth more than $1 bil- 
lion (Rs 4,500 crore). 

What are the new opportunities 


KPCB's Doerr (left) and Sherpalo's Shriram: Better late than never 





that they see in India? “Enterprise 
solutions for the local community 
and not just for outsourcing, prod- 
uct innovations, biotechnology, 
energy solutions, new communica- 
tions and web services are some of 
the sectors that are going to grow 
quite rapidly,” says Doerr. But KPCB 
and Sherpalo will be more keen on 
web-oriented consumer services, 
energy innovations, mobile solu- 
tions and infrastructure for better 
communication and connectivity. 
Entrepreneurs and venture cap- 
ital community in the country think 
both the Naukri deal and the visit of 
high-profile Valley vcs is a signifi- 
cant development. “When John 
Doerr and Ram Shriram come to 
India to explore the market, we 
can confidently say that venture 
capital has finally arrived in the 
country,” says Saurabh Srivastava, 
President, The Indus Entrepreneurs. 
Expect fresh ideas to come crawling 
out of every corner in the country. 
ARCHNA SHUKLA AND 
SAHAD P.V. 
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Bosch. 
Inventions that have changed our lives. 


Modern day automobiles are powered by 
sophisticated Bosch technologies. These include 
Common Rail Diesel Injection Technology (CRDI), 
Lambda sensors, ABS (Antilock Braking System) 
and ESP (Electronic Stability Program), to 
name a few. In fact, Bosch inventions have 
shaped the face of automotive technology for 
over 120 years. 


Besides being the world's largest automotive 
supplier, Bosch is a major player in industrial 





Ld 


equipment and packaging technology, consumer 
goods and building technology. In India 
too, Bosch is the largest automotive supplier 
through its flagship Motor Industries Company 
Ltd. (MICO). 


Bosch's commitment to India is driven by its 
vision of "Invented for life", This sums up Bosch's 
belief that technology is not an end in itself 
but should serve life. 





Invented for life 








. Who Will Drive The Stock Market This Year? 


Fils and large domestic MFs will dominate in 2006. 








HE BSE SENSEX FINALLY CROSSED 
[ the magical 10,000-mark on 
February 6. And it doesn’t 
look like it’s going to run out of gas 
anytime soon. The inflows from for- 
eign institutional investors (Fils) in 
January: nearly $1 billion (Rs 4,500 
crore). The comparative figure for 
the whole of 2005: $10.5 billion 
(Rs 47,250 crore). “India is very 
much in fashion and is looking more 
and more like a sustainable trend. 
The domestic-oriented economy 
offers a relatively safe haven and a 
diversification for international inv- 
estors. And FIIs will continue to be 
the dominant players in 2006," says 
Dominic Price, Managing Director 
and Senior Country Officer, India & 
Sri Lanka, JP Morgan India, which is 
setting up an asset management 
company in India. 

Five others—Lotus India АМС, a 
joint venture between the Fullerton 
Fund Management Group and Sabre 
Capital, AIG, Alok Vajpeyi's Dawnay 
Day and insurance companies Aegon 
and Axa Bharti are said to have 
applied for regulatory clearances for 
starting mutual fund operations in 
India. And Quantum Mutual Fund 
has already filed the prospectus for 
the launch of its first fund, Qua- 
ntum Long-term Equity Fund. 
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Flush. with funds: Definitely something to smile about 





India-dedicated hedge funds like 


the Tricolor India Opportunities 
Fund, ЈЕ India Capital Fund, Julius 
Baer Multiopportunities-India Mille- 
nnium Fund and Fulcrum ppav India 
Opportunity Fund, among others, _ 
have lined up billions of dollars of | 
investments. Incidentally, there are 


about 23 India-dedicated hedge 


funds, of which 14 were launched in | 


2005. And unlike in previous years, 
when players from the Us used to 
dominate, this time, there are several 
Fils from European and Asia-Pacific 
countries like Oman, Japan, Denm- 
ark, The Netherlands, Germany, 
Spain, Hong Kong, Sweden, 
Scotland, Australia, Ireland, Sing- 
apore, Bahrain, South Korea and 
Austria which now want to buy into 
the India story. 

“Inflows can touch $20 billion 
(Rs 90,000 crore) this year. And I 
expect the market to deliver returns 
of 15-20 per cent, though a short- 
term correction may take place as it 
has run up too fast," says Ajay 
Bagga, CEO, Lotus India AMC. 

Existing mutual funds are also 
expected to contribute a fair bit. 
Market sources say it was primarily 
Merrill Lynch, which had collected 
nearly $750 million (Rs 3,375 crore) 
from Japan, that fuelled the Sensex's 


THE FII RUSH 


Fils that registered in January, 2006 




































sharp rise in Januaty. Last year, 
funds like Fidelity, Alliance, 
Deutsche, HSBC, Prudential and ABN 
AMRO had mobilised over $5 bil- 
lion or Rs 22,500 crore for invest- 
ments in India and emerging 
markets. This money is not 
completely exhausted and is 
expected to flow in this year. 
Domestic mutual funds are also 
lining up big investments. SBI Mutual 
Fund, HDFC, HSBC, от Mutual Fund 
and Fidelity have raised around 
Rs 8,000 crore so far this year. And 
more than 20 other funds are set to 
hit the market in the near future. 
MAHESH NAYAK 
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In а mesh: Hiccups one too many and the end is nowhere in sight 


Road To Nowhere 


The Delhi-Gurgaon Expressway is still a long way off. 


T WAS EXPECTED TO BE READY AND IN USE BY MID-2005. IT’S ALREADY 

2006 and there’s still no sign of it. Why? The Rs 555-crore, 27.7- 

km Delhi-Gurgaon Expressway, also known as National Highway 
(NH) 8, was awarded to Jaypee DSC in mid-2002. But only two out of 
the proposed 11 flyovers along its route are close to completion; they 
will be ready by April. The others will be completed only by 
February next year. One-third of the expressway passes through Delhi 
and the remaining two-third over Haryana. The cost of the project, 
meanwhile, has escalated by Rs 200 crore to Rs 755 crore. The two 
governments have to cough up this additional sum, but mobilisation 
is taking time. Says a government official: “Frequent changes in the 
scope of work and the resultant changes in design have delayed the 
project. We now expect it to be ready by February 2007.” 

Part of the land over which the road passes belongs to the 
Ministry of Defence. It took more than two years to acquire this land. 
Then, as many as 17 agencies, like the Air Force, Bharat Petroleum 
Corporation Ltd (BPCL) and САП. India Ltd, among others, had to be 
persuaded to shift their communications channels, pipelines and other 
resources to new locations. The persuasion continues; officials have 
asked for one more month—as they did six months ago. And work 
on the 32-lane toll plaza at the Delhi-Haryana border has been 
held up as the land on which it will come up, belonging to the 
Haryana government, has not yet been transferred to the National 
Highways Authority of India, which is the nodal agency for the proj- 
ect. The issue has been pending for three years. 

Officials say the road—eight-laned for 22 km and six-laned over the 
remaining 5.7 km—which was expected to provide relief to the 1.15 
lakh vehicles which travel between Delhi and Gurgaon every day, will 
be traffic-worthy and tollable by December 2006, but some additional 
work will take another seven months. But by then, the traffic density 
will almost certainly rise further. Can the expressway handle the ad- 
ditional load? Or will another one be required? Jaypee psc officials 
were unavailable for comment. One can only hope for the best. 

KUMARKAUSHALAM 
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Cementing deals: Very much hot 


some major consolidation? Or is 
Holcim's Rs 2,142-crore acquisition of 
a 14.8 per cent stake in Gujarat Ambuja 
Cements Limited (GACL) from its pro- 
moters, the Sekhsarias and the Neotias, 
a one-off event? Says Munesh Khanna, 
Managing Director, Enam Financial 
Consultants: “Consolidation is here to 
stay; and this indicates a very high level 
of maturity.” The GACL-ACC combine 
and the Aditya Birla Group’s Grasim are 
now running neck and neck, with ca- 
pacities of about 33 and 31 million 
tonnes, respectively. Grasim had earlier 
acquired the cement business of L&T. 
“The cement industry is growing at 11 
per cent per annum,” says Ambareesh 
Baliga, VP, Karvy Stockbroking. “The in- 
frastructure boom is leading to some se- 
rious activity in upstream sectors like ce- 
ment,” he adds. Capacity is crucial in 
such a scenario, and players with large ca- 
pacities and pan-Indian footprints will 
have a clear advantage over regional ones. 
The price at which the Holcim-GACL 
deal has been struck ($212 or Rs 9,540 
per tonne) has set a new benchmark 
and is at least 20 per cent higher than 
what conventional wisdom would have 
accepted. At this price, several small 
and regional players may be tempted to 
cash out. It's a win-win situation—the big 
boys get additional capacities and the 
sellers receive a price that is much higher 
than what they would have expected. 
Just the right kind of atmosphere for 
another round of consolidation. 
KRISHNA GOPALAN 


| S THE CEMENT INDUSTRY GOING TO WITNESS 
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A Service Managing 7 Million Transactions a Day. How does Xerox Global Services manage millions of office devices 
Running on Microsoft SQL Server 2005. for its customers? Their largest application runs on new SQL Server 
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CEO’s Guide To The New Cabinet 


An introduction to the new economic ministers in the UPA government. 


N JANUARY 29, PRIME MINISTER MANMOHAN SINGH 
carried out the first major expansion-cum- 
reshuffle of his 20-month-old United Progressive 
Alliance government, inducting as many as 22 ministers, 


Shibu Soren, 62, Minister of Coal: Twice 
- dropped from the Cabinet following 
- arrest warrants for his alleged 
_ involvement in the killing of 11 people 
| in Bihar 20 years ago, Soren lands his 
preferred portfolio. 


T. Subbarami Reddy, 62, MoS, Ministry of 
Mines: A versatile man with diverse in- 
terests fr from. films to spirituality, Reddy is 
also a nessman, besides being the 
chairman of Tirumala Tirupathi 

 Devasthanam (Tirupati temple). 


Pavan Kumar Bansal, 57, MoS, Ministry 





had resigned as Chairman of the Member 


Scheme, following allegations of diversion 
of his constituency development fund. 


3 Akhilesh Das, 43, MoS, Ministry of Steel: 
| ‘Busi con! and international badm- 









2005' TOP 10 


T WAS A YEAR OF BIG DEALS IN THE 
private equity industry. There were 
two deals—Newbridge's investment 
in truck financing group Shriram 
Holdings and Dubai Investment 
Group's purchase of Thomas Cook 
India—that topped or touched the 
$100-million (Rs 450-crore) mark, 
while almost all of the top 10 deals 
(minus Warburg Pincus's investment 
in Vaibhav Gems) were upwards of 
$50 million or Rs 225 crore. 

RS 


of Finance: In December 2005, Bansal | 


of Parliament Local Area Development | 

















of them 10 Cabinet ministers. Here's a look at some of 
the new faces in charge of economic ministries. (With 
this expansion, there are 79 Cabinet ministers in the UPA 
government—the largest ever Cabinet.) 


Dinsha J. Patel, 68, MoS, Ministry of 
Petroleum and Natural Gas: Busines- 
sman and agriculturist, Patel is also a 
social and political activist. He's been on 
various committees, including those of the 
Railways and Heavy Industries. 


Muni Deora, 69, Minister of Petroleum and 

Natural Gas: A well-known industrialist 
and Rajya Sabha member, Deora is 
known to be friends with the movers 
and shakers of not just India Inc., but also 
the American establishment. 


© Jairam Ramesh, 51, MoS, Ministry of 
Commerce and Industry: A well-known 
economist and author, Ramesh played a 
key role in drafting the UPA manifesto, 
besides crafting Congress’ win in the 
national elections. 


Sushil Kumar Shinde, 64, Minister of 
Power: A Congress loyalist, Shinde may 
be unwilling to accept the free power 
business and thus, continue with the 
reforms in the power sector. — | 
ASHISH GUPTA 
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ODERN RETAIL IS SUPPOSED TO BE COMPLICATED 
Mi And we are not just talking about 

managing a supply chain involving hundreds 
of suppliers or managing store inventory running into 
thousands of SKUs (stock-keeping units). Retail is sup- 
posed to be complicated for one simple reason: You can 
never really tell what your customers want. That’s 
why giant retailers like Wal-Mart and Target spend mil- 
lions of dollars running sophisticated computer systems 
that not just track what gets and doesn’t get sold, but the 
time, place and identity of the buyer. That way, retailers 
get to push their stocks faster and better. 

By that measure, India’s biggest retailer Kishore 
Biyani of Pantaloon Retail doesn’t run a very sophisticated 
shop. In fact, if you’ve ever shopped at any of his Big 
Bazaar stores (and especially on a weekend) you'll know 
that checkouts take forever. Yet, nobody can deny one 
thing: Biyani knows, better than any other retailer in the 
country, just what his customers want. His Big Bazaar 
chain of stores have been a big hit with hoi polloi, help- 
ing Biyani grow it from Rs 136.5 crore in revenues in 
2000 to (a projected) Rs 2,000 crore for 2005-06. 

On January 26, Biyani once again demonstrated his 
special insight into the average consumer psyche, 
when he launched a Sabse sasta din (roughly, Day of 
lowest price), offering up to 80 per cent discount 
across product categories. What ensued was a virtual 
stampede across Big Bazaar stores in the country. In 
Western Mumbai, for instance, it is estimated more 
than 20,000 people turned up at one of the outlets, 
compared to a usual crowd size of barely 250 at any 
given point in time. In Bangalore's Banashankari and 
Koramangala outlets, police forces had to be deployed 
because the rush of shoppers had become uncontrol- 
lable. Even in Gurgaon, the store was closed mid- 
way through the day because over 30,000 shoppers 
turned up (typically, there are about 20,000 people 


REDIFF CATCHES 
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ди y _ Retail s Rule-maker 


P Ww Pantaloon's Kishore Biyani has a finger on the pulse of Bargain Nation. 





Pantaloon's Biyani: Everybody loves a good bargain 


who turn up in total through the day. In this case, there 
were more than 30,000 at one time). 

Biyani admits that the response exceeded his wildest 
imagination, but he thinks he knows why. "India is split 
into two kinds of possible consumers: One is those who 
can afford to spend and the other is made up of those 
who serve the spenders. This time around, we got in 
those who serve the spenders." In one sense, the emer- 
gence of the classic Indian middle (or lower?) class came 
to the fore that day, when it seemed just natural to buy 
goods at throwaway prices. Products like mobile 
phones and furniture, points out Biyani, sold like *hot 
cakes". The lessons for Biyani, who has spent time 
studying consumption habits in slums, are straight- 
forward. For Pantaloon, he says, the world has been 
divided between “before January 26 and after January 
26". He might well be speaking of Retail India. 

KRISHNA GOPALAN 
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“To me, business isn't about wearing 
suits or pleasing stockholders. 

It’s about being true to yourself, 

your ideas and focussing on the essentials.” 


Richard Branson, Chairman of Virgin 
and inspired world traveller. 


DEEPAK G. PAWAR 





IBM’s Rometty: India important both as a market and as a talent base 


‘India Is Key For IBM’ 


IRGINIA *GINNI' ROMETTY, 48, IS MANAGING PARTNER OF IBM 

\ / Business Consulting, the largest unit of 1BM’s Global 

Services (IGS), which brought in more than half of iBM's 

$91.1 billion (Rs 409,950 crore) revenues in 2005. Rometty 

played а key role in 1BM’s acquisition of Daksh іп the Indian mar- 

ketplace. She met BY's Venkatesha Babu in Bangalore recently and 

outlined IGS’ strategy in India and discussed what separates Big 
Blue from its competitors. Excerpts: 


Are you satisfied with IBM's performance in India? 

India has been very good for IBM, both as a market and as a resource 
base. Today, we have over 38,000 people working for ics. In the do- 
mestic market, we have grown 60 per cent over the last year (IBM does 
not announce country-specific numbers). India is the global Linux hub 
for IBM. Our oil, gas and energy practice here is one of the largest we 
have anywhere and our R&D labs are driving key innovation strategies. 
So, India is very important both as a market and as a talent base. 


You acquired Daksh and NetSol (Network Solutions). You personally played 
a key role in the Daksh acquisition. Any more in the offing? 

The two acquisitions are very different from each other. Daksh 
was a part of our quest for better global resources, while the 
NetSol deal was primarily aimed at the domestic market. And if 
we come across some company that can add value to our offer- 
ings or help us provide a high-value service or get into a new 
space, we will definitely look at it. 


Indian companies are trying to move up the value chain by emphasising and 
enhancing their consulting business and hiring rainmakers. Where do you 
see IBM vis-a vis Tier-| Indian players like TCS, Infosys or an Wipro? 
We're completely different. You described it right; they're hiring ‘rain- 
makers’, that is salesmen. They have to offshore the bulk of their work 
here. IBM is present in 180 countries. We will do the same work where 
we have the competencies. Ours is an asset-based strategy compared 
to the offshore strategy of Indian players. We have always led the way 
in creating solutions in the services’ space driven by innovation. 
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Ramakrishnan: On road less travelled 


OUNGING ON A SOFA, GURU 
E 41, is reciting flue- 
ntly from Hindu scriptures, which he 
swears keeps him sane in a mad world. 
One suspects he will need all the help he 
can get as he prepares, with colleagues 
Vikram Pandit and John Havens, to plunge 
into the maelstrom that is infrastructure 
financing in India. These three former 
Morgan Stanley executives have floated 
Old Lane, a private equity fund that pro- 
poses to invest $500 million (Rs 2,250 
crore) in Indian infrastructure projects. 
And it's not the usual roads-techparks- 
ports they're gunning for. "We'll position 
ourselves somewhere between portfolio 
investment and foreign direct invest- 
ment," says Ramakrishnan. On his radar 
are projects ranging from financial market 
architecture and energy to healthcare 
R&D and telecom. The money will be 
locked in for 10 years, giving ample time 
for projects to blossom. Ramakrishnan has 
already signed three MoUs with leading 
players in infrastructure, real estate and 
engineering. The fund, to be activated 
from April 2007, will take two to four 
years to be fully deployed, and Ram- 
akrishnan expects to invest an average 
$15 million (Rs 67.5 crore) per project. 
And given the global liquidity boom and 
the growing interest in India, Old Lane, 
one learns, might actually end up mobil- 
ising $750 million (Rs 3,375 crore). 

The new road just got bigger. 
VAISHNA ROY 
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New Visual Studio 2005. The difference is obvious. 


Spot the difference? From the first line of code, you'll see 
Visual Studio* 2005 has over 400 new features that help you build data- 
driven Web apps with less code, cut debugging time, and accelerate 
NET development. So you get to the work that matters. Spot the 10 
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What: A new computer virus that struck networks, 
including India's, on February 3. 


How it works: The virus comes hidden in an email 
message and piggybacks on popular file attachments 
such as .pdf, .doc, and .zip, and can spread rapidly 
through the network once the attachment in it is 
clicked open. 


Damage: Also called Nymex, MyWife and Blackmail, 
the Kamasutra virus fortunately did not do much 
damage, although it is estimated to have hit more than 
80,000 computers in India. “We received just five calls 
in India, that too for advisories on how to keep a net- 
work safe in case of any attack,” says Karthik Shahani, Country Manager, 
McAfee, a computer security solutions firm. McAfee had prepared patch for 
its anti-virus serum over a month ago and, according to Shahani, everyone 
seems to have updated their software to keep out this virus. 

Safety: Computer viruses keep hitting networks every now and then 
(MyDoom spread like wildfire across India in July 2004, forcing companies 
like Infosys to partly shut down their network for a day), and the only defence 
is to be wary of suspicious-looking email. 
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Teething trouble: On the NCDEX 


Commodity 
Chaos 


HE IMPERFECTIONS IN INDIA'S 
T commodities mar- 

kets became painfully evi- 
dent last fortnight after a fiasco 
was averted on the National Com- 
modity & Derivatives Exchange 
(NCDEX), where some officials ar- 
bitrarily decided on January 19 to 
change the settlement price for 
urad and chana from the usual 
spot price to an average of the pre- 
vious five days' spot prices. The 
Forward Market Commission 
(FMC), which is the commodity 
market regulator, quickly stepped in 
and reversed the formula, but not 
before there was a major panic on 
the market. "No changes that have 
a financial implication for the mar- 
ket participants can be made with- 
out the regulator's approval, so the 
FMC should have been consulted," 
says an official at FMC. 

On their part, NCDEX officials 
say that "the change in settlement 
price was done purely to stop the 
manipulation happening in the two 
commodities (urad and chana) by 
a small lobby of traders in Mumbai 
that was ramping up prices in the 
spot market ahead of the contract 
expiry". Between January 12 and 
19, the spread between the set- 
tlement contract of January and 
February also surged by 100 per 
cent to Rs 400 per quintal from Rs 
202 per quintal. There were simi- 
lar problems in the case of chana. 
Root cause of the problem: There's 
no one market for spot price. 
NCDEX gathers data from various 
mandis before arriving at a single 
spot price for a commodity. 

MAHESH NAYAK 
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р W ATC Ы А bird's eye view of what's hot and what's 
pal not on the government's policy radar. 








RBIISSUES GUIDELINE FOR SECURITISATION OF LOANS 
qum THE NEW PRUDENTIAL NORMS SET BY THE 
ORM: Reserve Bank of India (RB) for securiti- | 
sation of standard assets by commer- | 
cial banks haven't exactly brought any 
smiles to the faces of bankers. Securi- | 
tisation is the practice of selling | 
loans—home loans, car loans, per- | 
sonal loans and even corporate 
loans—by banks, non-banking finan- 
cial companies and financial institu- 
tions to special purpose vehicles (sPvs) | 
in return for immediate cash pay- 
ments. Securitisation frees capital for 
further use and provides liquidity to 
banks. Rajesh Mokashi, Executive Director at rating agency CARE, says: 
"RBI's move will make the market more robust." The size of the Indian 
retail securitisation market is about Rs 8,000-10,000 crore. 
| ANAND ADHIKARI 








NEW INCENTIVES LIKELY FOR OIL EXPLORATION 
INDIA’S BID TO ATTRACT GLOBAL MAJORS TO ITS OIL EXPLORATION AND PRO- 
duction (E&P) sector has never really been the booming success the gov- | 
ernment always hoped it would be. Now, the Ministry of Petroleum and 
Natural Gas, which is planning to offer 55 blocks, the largest number 
ever, under the sixth round of the New Exploration and Licensing Policy | 
(NELP) by February-end, has decided to get real. It has demanded that the 
government accord infrastructure status for E&P companies—this will 
provide them a 10-year tax holiday—exempt them from the service tax 
net, rationalise the sales tax (or value added tax, where applicable) on 
natural gas and exempt them from paying customs duty on capital goods 
imports. These measures, the oil ministry believes will not only lure new : 
players into the country, but also ensure greater investment by the exist- 
ing. players. The Finance Ministry is studying the proposal and will 
shortly take a decision on the matter. 








ASHISH GUPTA 


GOVERNMENT TO IMPORT WHEAT 
AFTER A GAP OF ALMOST SIX YEARS, INDIA WILL IMPORT WHEAT-——ABOUT FIVE LAKH 
tonnes—to curb rising prices, especially in the south. The public sector State 
Trading Corporation is expected to source the wheat within the next two 
months and sell it in the open market. The government's wheat stocks of 47 | 
lakh tonne (as on February 1) can keep the public distribution system and other 
welfare schemes supplied till March-end, by when the imports are expected to 
reach India. The wheat will land in the southern ports of Chennai, Kakinada, | 
Tuticorin and Visakhapatnam and will be sold primarily in Kerala and | 
Karnataka where prices are ruling ага high at Rs 1,100-1,200 per quintal. 
ASHISH GUPTA 
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After the design parameters have been met, 

after the tests are over, we come to the most critical verdict of all - yours. 
As a consultant, you know that after the lab comes life. 

You recognize that vital difference between 

ideal conditions and actual conditions. 

For you are the one who must bridge product attribute with user benefit. 


Some companies try to avoid the demanding consultant. 
At L&T, we salute you. After all, you set our standards. 
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The Del hi-based меп major acquire: Dunlo lop South 
Africa to become | india 5 Pe pm nr 


Marico Snaps Up 
HLL's Nihar 






Mariwala: Well-oiled move | : 


HARSH MARIWALA MOVED A STEP 
closer to his dream of turning 
Marico into a Rs 2,000-crore com- 
pany in another three years. On 
January 27, Marico announced it 
was buying Hindustan Lever's hair 
oil brand, Nihar, for over Rs 100 
crore. At last count, the brand 
fetched Rs 120 crore a year in rev- 
enues. "Nihar elegantly comple- 
ments Marico's strengths in both 
coconut oil and perfumed hair oils," 
Mariwala said in a statement. In 
perfumed coconut oils, Nihar is the 
national market leader, and it will 
add to Marico's presence in the 
Rs 800-crore coconut oil market. 
Nihar is Marico's first acquisition 
priced at over Rs 100 crore. 


Sun To Spin off 
R&D Business 


WHEN BT WENT TO PRESS, PHARMA'S 
new star Sun Pharmaceuticals was 
reportedly considering spinning 
off its R&D activity into a separate 
company. In what is a growing 
trend, drug-makers are trying to 
put the high risks of drug discov- 
ery and development into a com- 
pany other than the marketing 
entity. Dr Reddy's Labs had re- 








cently done so by setting up an 
R&D firm Perlican Pharma. 


L&T Widens 
Defence Spectrum 





L&T's Naik: Spreading wings 


LARSEN & TOUBRO’S A.M. NAIK HAS 
given his newly-launched defence 
electronics and avionics business a 
significant push. L&T has signed a 
deal to acquire the Bangalore-based 
Spectrum Infotech, which specialises 
in contract electronic R&D and has 
customers, including Bharat Elec- 
tronics (BEL) and Hindustan Aviation. 
It was founded six years ago by two 
Indian professors from Stanford and 
former CMD of BEL. 





billion per cent 


The global labour market is 
23— growing, but not fast enough. -n 
2.8 -- 
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*Preliminary estimates Source: iLO 
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The battle continues: Mukesh (left) and Anil Ambani 


«D agreed, after a prolonged public battle, to split the 

Rs 1,00,000-crore Reliance empire between them- 
selves, they are back trading charges. This time around, 
younger brother Anil has accused Mukesh-led Reliance 
Industries of slow-pedalling the transfer of ownership of 
four companies (Reliance Energy Ventures, Reliance 
Communications Ventures, Reliance Capital Ventures, 
and Reliance Natural Resources) to his Anil Dhirubhai 
Ambani Group (ADAG). In a brief press conference, 
ADAG director Satish Seth said the non-transfer of 
shares to his group was a “deliberate and criminal 
attempt” and “made a mockery of all fundamental 
principles of propriety...and corporate governance”. 
Seth also added that the non-transfer of shares “violated 
the philosophy of the overall settlement” between the 
two brothers, without giving details of the settlement. 

In its defence, Mukesh's RIL said that the delay was 
due in part to Anil himself. “We have completed all for- 
malities for listing three companies (all are special 
purpose vehicles)...it was the Anil camp which was 
pressing for delayed listing, especially of Reliance 
Communications Ventures." 

The latest spat, however, seems to have started 
over supply of gas by RIL to ADAG (which may now be 
renamed Reliance-ADAG). On February 3, J.P. 
Chalasani, ADAG's director on Reliance Natural 
Resources, had alleged that the terms of the new 
gas supply agreement not only deviated from the orig- 
inal terms but were approved only by the RIL nominees 
on Reliance Natural Resources board. RIL's side of 
Reliance Natural Resources, however, called Chalasani's 
allegations as a "deliberate attempt to mislead the pub- 
lic in general and shareholders of RNRL and RIL in par- 
ticular". When BT went to press, the two camps were 
still sniping at each other. . 
` KRISHNA GOPALAN 





NUMBERS OF NOTE 


60%: Likely share of India of around 40,000 legal 
jobs expected to be outsourced by the US by 2010. 
These jobs are expected to nearly double by 2015, 
with India's share going up to 70% 


$8.6 billion (Rs 38,700 crore): What 
Detroit-based auto giant General Motors reported in 
losses for 2005 


650 million: People engaged in agriculture in India. 
Farm sector contributes only 22 per cent to the GDP 


$1.1 billion (Rs 4,950 crore): Worldwide sales of 
music via the internet and mobile phones last year, 
almost triple 2004 sales and accounting for 6 per 
cent of global record companies' revenue. Music fans 
around the globe downloaded 420 million single 
tracks in 2005 


200: The number of civilian aircraft in India, 
compared with 750 in China and more than 6,000 
in the United States. Airlines flew an estimated 19 
million domestic passengers in India in the year to 
March 2005 


3296: The number of US office workers who said 
they have an office "spouse," with many having more 
than one, according to a survey by Vault Inc., a career 
research and consulting company. The firm's national 
survey of workplace romance said workplace "spousing" 
has surged in the last year, in part because it offers 
immediate intimacy without the sex or commitment 


$26 million (Rs 117 crore): Money spent on 
security at the recent World Economic Forum in Davos 


1496: The forecast growth rate of India's top 100 
listed companies in the year to March 2007. The 
companies are projected to post slower earnings 
growth compared with a 26 per cent rise in the year to 
March 2006, according to Reuters estimates 






Э; 1 60: The number of theatres іп 
Tamil Nadu and Andhra Pradesh. 

Karnataka and Kerala together have 
2,451 theatres 


4.5 million: The number of 
mobile users India added in 
December 2005 











BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Beginning July 2005, Business Today began publishing a monthly listing of 
India Inc's biggest deals. Our partner: Global professional services firm Ernst 
& Young. Here are the deals that were struck in January 2006. 


Deal Particulars: Jet Airways Ltd, the largest private sector airline of India, entered into an agree- 
ment to acquire 100 per cent of Sahara Airlines. The total consideration for the transaction is esti- 
mated at around $500 million (Rs 2,250 crore), all paid in cash. Sahara is the third largest airline 
of India with a fleet of 27 aircraft and a market share of around 12 per cent. 


DEALTRACKER 


JET AIRWAYS £ 


Impact Analysis: The deal will provide Jet an opportunity to regain its market share, which 
has been consistently falling for the past few years due to the entry of new players. Post acquisition, 
Jet's market share will increase from around 35 per cent to around 47 per cent, making it a clear mar- 
ket leader. The acquisition will also give Jet access to vital and scarce resources, including parking 
DEAL OF THE MONTH bays and flying rights to international destinations, particularly the US. The acquisition of Sahara Airlines 
heralds the first round of consolidation in the Indian airline industry. 





ACQUIRER | INDUSTRY DEAL VALUE STAKE 


(Rs crore) 
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Dunlop Tyres international - 


Deal Watch inc judas only MBAS, ‘private equity and brand sale transactions. N.A.: Not available. 
Ernst & Young is a leading M&A advisor in India. While every care has been taken іо compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 











“Merging and reappearing with nature 
is a very poetic visual experience in Mandu. " 


Raghu Rai, Photographer 
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Mandu is just one of the amazing destinations of Madhya Pradesh, India's heritage heartland. Steeped in 
history, blessed by nature, sanctified by faith and alive with wildlife. Moments of valour and glory, etched 
in stone. Love, passion, feasting, divinity, arrested in the sensitive chisels of master-craftsmen. 
Meandering rivers, lush forests, hills and ravines. The roar of the tiger. It's the magic of a 
many-splendoured land. Come see it all for yourself. Have the holiday of your life without going North, 
South, East or West. Make it Madhya Pradesh this time. 


For more information and bookings, contact: 

Madhya Pradesh State Tourism Development Corporation Ltd. HEAD OFFICE Bhopal: Tcl. 0755-2778383 E-mail: info@mptourism.com 
MARKETING OFFICES Agra: Tel. (562-2227646, 3957615 E-mail: mpt_agra@sancharnet.in Ahmedabad: Tcl. 079-26580449, 30939000 
E-mail: mptahd@sancharnet.in/mptahd@icenet.co.in Hyderabad: Tcl. 040-30939000 E-mail: mpthyderabad@sancharnet.in Kolkata: 
‘Tel. 033-22875855 E-mail: mptour@cal2.vsnl.net.in Mumbai: Tel. 022-22187603, 39539000 E-mail: tourmp_mumbai@hathway.com Nagpur: 
Tel, 0712-2442378, 3959000 E-mail: mprourism@eth.net New Delhi: Tel. 011-23341187, 23366528 E-mail: mpstde@vsnl.com 











RAGHURAM RAJAN’S PERSPECTIVES ON GLOBAL IMBALANCES 


The current account imbalances have 
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The US is running a current account rp it approaching 
25 M cent of its GDP this year and over 1.5 per cent of 
GDP And to finance it, the US needs to pull in 70 per 
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S: The pan-Asian market is getting knit tighter. India will 
ie n the be Gere Economic Cooperation Agreement (CECA) 
is year. India has proposed an ASEAN plus-four 
dame involving Japan, China, Korea and India, Finance 
Minister P Chidambaram said. In addition, the Asian Monetary Fund 
and the Asian bond market initiative were also being considered. 
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Go back to Japan'. That's what he told me" 


Canon CEO and Fortune Businesman of the Year (Asia) Fuj i on 
how a US auditor advised bim to close the company after verifying its 


meagre earnings in 1966, in Fortune 


“My idea is to make the audience believe that 
they are looking through the keyhole. That is 
the true definition of reality TV? 


‚ the man bebind American Idol, in BusinessWeek 


“What is happening in India and China .. 

the integration of the four-fifths of the w orld 
where people are poor with the one fifth of 
the world where people are rich, has the 
potential to be one of the three most 
important economic events in the last 
millennium, alongside the Renaissance 

and the industrial revolution” 


Harvard University President Lawr E r$ at the World Economic 
Forum in Davos, to AP 


“If you're not on iTunes, the vast majority 
of the world will not know you exist. Get 
yourself on iTunes and you've instantly 

got a potential 42-million-plus audience" 


Computing Magazine technology editor is ( in Guardian 


“Receiving gifts with a purpose is a very 
dangerous thing in life" 


President А.Р.) Abdul Kalam in an address to the nation on the eve of 


Republic Day, in Business Standard 


“One thing that I have noticed on this visit is 
that China is no longer at the forefront in the 
minds of Indian businesses. Today, their minds 
are on their own opportunities" 


n Turley, Chairman, Ernst & Young, in The Economic Times 


“India and China are not in a race against each 
other. We believe that the world has enough 
room to accommodate both India's needs 

and China's needs, both for capital, 


for markets, etc," 
Finance Minister f : at Davos, in Forbes 


“I want money...I am ready to give anyone any 
concession so long as they fill my treasury" 
Bihar Chief Minister N mar, in Business Standard 
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BAGGED: By Wipro, 
a $27 million (Rs 
121.50 crore), five- 
year software services 
contract from General 
Motors. Wipro will be 
involved in develop- 
ment and maintenance of middle- 
ware—software that helps a variety of 
applications work together as if they 
were a single system. 





WON: By Finnish telecom giant Nokia, 
a five-year managed services deal from 
Hutchison Essar to run the telco's net- 
work operations in nine circles. As part 
of the agreement, Nokia will absorb 
over 600 Hutchison Essar staff into 
its services business unit. 


FORMED: By the state-owned Power 
Finance Corporation, Life Insurance 
Corporation, and a clutch of 10 banks 
(including Punjab National Bank and 
Oriental Bank of Commerce), a con- 
sortium for financing power projects. 
Named the “Power Lenders Club”, the 
consortium promises to be a one-stop 
shop for all funding requirements of 
the power sector, including for reform 
projects across states. 


ALLOWED: By the Supreme Court, 
the trial of R.S. Lodha. The Apex 


KOLKATA TO CHINA 


E WAS BORN IN 


THE UK 





AND RAISED IN 


court dismissed the special leave 
petition against a Calcutta High Court 
order declining to stay the trial of 
Lodha and others for allegedly forging 
the will of the late Priyamvada Birla, 
wife of M.P. Birla. Rajinder Pansari, an 
associate of the Birlas, had filed a 
criminal case against Lodha and three 
others, accusing them with having 
committed a fraud by drafting 
Priyamvada's will in Lodha's favour. 
Rejecting the plea, the bench pointed 
out that this was a criminal com- 
plaint filed for the misuse of authority 
as administrator of property, abuse 
of position and grabbing property. 


APPOINTED: Anil 
Singhvi, as Managing 
Director of Gujarat 
Ambuja Cements Ltd, 
for a period of five 
years on the same 
terms and conditions 
applicable to his predecessor Narotam 
S. Sekhsaria. Sekhsaria will now hold 
the posts of Vice-chairman and Non-ex- 
ecutive Director. The appointment was 
made after Holderind Investments, an 
indirectly held wholly-owned subsidiary 
of Holcim, Switzerland, acquired 20 
crore shares, or 14.8 per cent, from the 
existing promoters of Gujarat Ambuja for 
Rs 2,142 crore. 


E 


Kolkata, but made his fortune in China 
Sagnik Roy, who first went to China in the 
early 80s as student, today runs $600-million 
(Rs 2,700 crore) Yongtong Group with 
interests in textiles, rubber and tyre, minerals 


and computer hardware 


Now the Beijing- 


based Roy, 44, is tapping opportunities back 


home. He has set up a joint venture with 
Kolkata-based Global Binary Concept to 
assemble PCs 


‘We are also exploring 


opportunities in tyre and textiles,” says Roy, 
who speaks fluent Mandarin, has a Chinese 
wife and is awaiting membership of China's 
Communist Party. Great.show, Comrade. 


RITWIK 
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SPRUCING UP 





Modi's Spice Telecom: Fixing it 


R THE FIRST TIME IN 18 MONTHS, 
Spice Telecom has been 
adding—and not losing—subscribers 
in Karnataka. The B.K. Modi-owned 
cellular operator, which also operates 
in Punjab, is the smallest player in the 
state, with just 3.12 lakh subscribers, 
compared to market leader Airtel's 2 
million. Why are things suddenly look- 
ing up for Spice? That's because, 
three months ago, Delhi-based Modi 
despatched his trusted lieutenant 
Navin Kaul to effect a turnaround. 
Kaul, who did something similar for 
Modi in Punjab, is adding 417 cell 
Sites to Spice's exisiting 489. This is 
expected to expand the telco's reach 
from 67 towns to 150 towns by April 
this year. "We are behaving like a new 
entrant rather than an entrenched 
player," says Kaul. Spice watchers, 
however, believe that Modi—whose 
run-ins with former partners Distacom 
and AIG are largely responsible for 
the company's stunted growth—may 
be sprucing up Spice for sale. It's no 
secret that Modi is looking for a strate- 
gic investor, but Kaul denies that an 
outright sale is likely. “Our customers 
and partners are confident that Spice 
has a great future," he says. Maxis 
Communications of Malaysia that rec- 
ently bought into Aircel in Tamil Nadu 
is believed to be the most likely con- 
tender for 'strategic partnership' in 
Spice, although Essar, which bought 
BPL Communications last year, is 
also said to have expressed interest. 
VENKATESHA BABU 
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Asia Pacific Business Environment 


The Ninth Annual Global CEO Survey provided some answers. 


To what extent do you agree or disagree with the following statements about the investment 
environment in Asia? Neither/ Refused 
The region will offer exciting 


-2 — Nor 
| ex | 
investment opportunities over -1 5 0 
the next five years | 








The fast economic growth | | 
cannot be sustained in the OEN :| a 16 1 
longer term латта 

Geopolitical risks continue to be 18 | 1 
a significant concern 3 | 





To what extent do you agree or disagree with the following statements about financial 
Stability in Asia Pacific? Neither/ Refused 


Non-performing loans (NPLs) Nor 
have been a hindrance to 4 22 1 
economic stability and growth 
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Foreign exchange rate 
fluctuations will be less of a 


INN Sg =»: 
problem over the next three years 

GENS o: 
To what extent do you agree or disagree with the following statements about trade and 


investment liberalisation and regional economic integration in Asia Pacific? 
Neither/ Refused 


Countries such as India and — "4 Nor 

speed to achieve trade and | 

investment liberalisation | 
Be 


© Agree slightly W Agree Strongly 








The high level of public debt is 
a burden to private investments 











The current 10 +3 formula 
(ASEAN, China, Japan and 
Korea) will help improve trade 
and investment environment 








IW Disagree strongly I Disagree slightly 


With privatisation gaining strength in a 
number of Asian countries and opening up 
new territories for the private sector, do | 
you think that this will have a positive 
impact on your business? 


Has the recent revaluation of the Chinese 
yuan lessened your interest in setting up 
operations in China? 








m No W Refused/Don't Know 


= Yes 
Base: All respondents (331) 


Figures in per cent 


Source: PricewaterhouseCoopers 
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>> Endless possibilities 


Structured 


Products 


At Kotak Treasury we understand the ever-increasing complexities of the financial world. 
Precisely the reason why we offer you the entire spectrum of treasury products and 
services whether it is derivatives, currencies, fixed income or securitisation, all through a 
single point of contact. Tap into our extensive knowledge of the markets and risk 
management expertise for unique tailor-made solutions. Explore endless possibilities. 


* Extended dealing room hours* • Quick sanction of exposure limits & hassle-free documentation 
* Competitive exchange rates • Periodic SMS updates • Seminars on latest hedging strategies 


Kotak Mahindra Bank Ltd. | Mumbai: +91-22-56345862 Delhi: +91-11-51024036/37 


*within RBI regulations 








KOTAK TREASURY SOLUTIONS 


Kotak Mahindra Bank 


www.kotak.com 
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HE BUSINESS TODAY-KPMG SURVEY OF THE BEST BANKS IN INDIA. 
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With the economy surging, things are getting better and 
better in the banking industry. NPAs are shrinking, retail 
loans are growing, and the bottomlines are turning a 
darker shade of black. Now, all eyes are on 2009. 
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YEAR ISN'T TOO LONG A TIME WHEN 
it comes to financial institutions 
like banks. Yet, there are plenty of 
changes you'll find in our 12th вт- 
KPMG annual list of India's best 
banks. While HDFC Bank tenaciously 
held on to its top perch on the list for the 
third year in a row, last year’s #2, Citibank, was 
displaced by Niall S.K. Booker-led HSBC. ABN 
AMRO stayed put at #3, but guess who jumped 
to #4, #5 and #7 (Citi was at 6)? Three pub- 
lic sector banks: Corporation Bank, Andhra Bank 
and Punjab National Bank, who were at #6, #15, and 
#21, respectively, just the year before (2003-04). 

The biggest gainers—in terms of jumping places on 
our list—were public sector banks too. Karnataka 
Bank, for instance, was #44 on our 2004 list, but this 
year it stands at an impressive 19. Indian Overseas 
Bank, State Bank of Mysore and Punjab National 
Bank are some others that rose on our rankings. 

The rise of India's public sector banks is but a 
pointer to the dramatic changes sweeping through the 
industry for some years now. A growing economy, 
greater consumer confidence and appetite for credit, 
and greater thrust on technology have helped the 
more aggressive PSU banks not just grow their busi- 
ness, but drum their balance sheets into shape. 
According to the Reserve Bank of India's banking 
review of 2004-05, there was a notable pickup in 
credit to the commercial sector, thanks to renewed 
demand from industry for investments and a surge in 
exports. While both operating profits and net prof- 
its grew slowly (2.2 per cent and 0.9 per cent, 
respectively, compared to 2.7 per cent and 1.1 per 
cent in 2003-04), in absolute terms, the banks still 
made a lot of money. Rs 20,705 crore in total net 
profits in the case of our 60 banks. 

Impressively enough, the NPA monster is on the run. 
Over the last five years, the industry has halved its bad 
debts. Last year alone, bad loans as a percentage of 
advances shrank to 2.2 per cent from 2.9 per cent the 
year before. Evidently, the industry's focus now is on 
scaling up both domestically and in markets abroad, 
widening the product and services portfolio, and 
better using technology to make banking more 
accessible and efficient. 

So apart from looking at what makes HDFC Bank 
India's best bank and Centurion Bank's phenomenal 
turnaround, we decided to step back and look at the 
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industry’s changing contours. 
KPMG’s Russell Parera and Anand 
Giridhar consider what a possi- 
ble opening up of the banking 
sector in 2009 will mean for the 
players (see page 68). Their con- 
clusion: Whether or not the sec- 
tor actually opens up in 2009, 
banks should use that as an 
opportunity to get their growth 
strategies in place. That means 
not just organic growth, but 
growth through mergers and 
acquisitions. 

BT's own editors and writers 
examine what seemed to be a 
dominant theme last year viz. 
bankers' rushing to tap the coun- 
try's small and medium ente- 
rprises. What makes the sector 
so attractive to banks? The fact 
that it has been growing up- 
wards of 10 per cent annually 
and that profit margins here are 
better than those in corporate 
lending. SMEs apart, we've loo- 
ked at what will soon become a 
headline-grabbing affair in the 
banking industry: mergers and 
acquisitions. Not the one to 
mince words, we make a case 
for consolidation in the industry, 
arguing that what India needs 
is not a large number of small 
banks, but a small number of 
large banks (see page 78). 

Indeed, underlining the fre- 
netic activity in the sector is the 
growing realisation that strong 
and large banks are what the 
country needs to drive its econ- 
omy. As the RBI’s Deputy 
Governor, V. Leeladhar, said at 
the Indian Banking Association’s 
January 31 seminar on “Indian 
Banks and the Global 
Challenges”, “there is a growing 
realisation that the ability of 
countries to do business across 
national borders and the ability 
to cope with possible downside 
risks would depend, among oth- 
ers, on the soundness of the 
financial system and the strength 
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Vaman Kamath thinks otherwise. Since 

leading ICICI Bank's first foray into retail 
business five years ago, Managing Director 
and CEO Kamath has turned ICICI into the 
fastest growing bank in the industry. At Rs 
62,063 crore, the bank has the largest retail 
portfolio and is the leader in home loans and car 
loans, The most diversified universal bank, 
ІСІСІ boasts of more than 15 million customer 
accounts, 600 branches and a network of 
2,000 ATMs across the country. Its life and 
general insurance subsidiaries have become 
the biggest private insurers in just five years. 
Similarly, ICICI's asset management business, 
with a corpus of Rs 22,600 crore, is amongst 
the fastest growing mutual funds and is second 
only to UTI Mutual Fund in terms of size. In 
fact, the bank's growth is emanating from 
every business segment it is in. No wonder, it 
turns up as the Fastest Growing (large) Bank on 
the BT-KPMG study of best banks in India. 7 


T HEY SAY ELEPHANTS DON'T DANCE. KUNDAPUR 


MESH GOSWAMI 


Kamath of ICICI Bank 


But will ICICI's growth be affected by a sudden tightening of liquidity? “Factors 
driving the growth in retail are very fundamental like affordability, rising income 
levels and the buoyancy in the overall economy,” says Chanda Kochhar, 
Executive Director, ICICI Bank. Going forward, the bank is also betting big on its 
international operations. In just one year of its launch, ICICI Bank became the 
biggest Indian bank in Singapore. In the UK too, the bank has turned profitable 


in the first full year of its operations. 
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WQ. bank becomes one of India's 


most trusted, it's time to talk about trust 

banking. At UCO Bank we're at work 
strengthening your trust in us through 

technological leaps. Like 100% 

computerization, the implementation of 
Core Banking Solutions and increasing 
network of ATMs. The UCO chain 

of trust links our customers over 

63 years. On our journey to the 

top, it is your trust in us that 


we value most. 


ERT = ($]uco BANK 


(A Govt. of India Undertaking) 
Honours Your Trust 
www.ucobank.com 





МУХ WINAOS 


Bhaskar Ghose of Indusind Bank 





IGHT FROM EARLY 2000, THE 
Hinduja-owned Indusind 
Bank has been on top of 
productivity charts. In 2004- 
05, the 10-year-old private sector 
bank raked in Rs 9.25 crore in 
business per employee, ahead of its 
peers like ICICI Bank, HDFC Bank 
and UTI Bank. How does Indusind, 
which ranks as the most productive 
bank on our list, manage such 
high levels of productivity? The 
answer lies in its ability to make 
optimum utilisation of low-cost 
deposits by deploying them in 
high-yielding loans such as vehicle 
financing (trucks, cars two- and 
three-wheelers). Today, the boom- 
ing vehicle financing business gen- 
erates a yield of over 11 per cent 
for the bank as against 8 per cent 
offered by the mortgage business. 
"We have also focussed on 
financing stand-alone SMEs right 
from our inception, and here the 
yields are as high as 11 per cent," 
says Bhaskar Ghose, Managing 
Director of IndusInd Bank. On the 
retail distribution side, the bank 
has its own subisidiary, while most 
other banks employ direct sales 
agents (DSAs). "Having our own 
subsidiary is a very cost effective 
route. You can sell multiple prod- 
ucts, keep the cost low and check 
incidence of NPAs in a far better 
way,” explains Ghose, 
ANAND ADHIKARI 
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TOP 10 BY SLOWEST TOP 10 BY FASTEST 
NPA GROWTH NPA GROWTH 
BANK % GROWTH BANK 
BNP Paribas = 0.2 American Express Bank _ 
_Bank of Rajasthan ______ _ 0.5 _ Oriental Bank of Commerce _ 
.ABNAMRO 7 Development Credit Bank _ 
CitibankNA 0,9 Bank of Punjab 
Andhra Bank — 4.2  Ratnakar Bank. 
_Катаќака Bank — 1.2 IndusindBank —— — — 
_ Bharat Overseas Bank — | — 1.2 _Lord Krishna Bank — — 
Nainital Bank _ 1.2 Central Bank of India 
_Karur Vysya Bank — à 1.3 Punjab & Sind Bank 
Kotak Bank 1.3 City Union Bank 
TOP 10 BY OPERATING TOP 10 BY RETURN ON 
PROFITS/EMPLOYEE CAPITAL EMPLOYED 
BANK % GROWTH BANK 
Citibank NA 0.42 Centurion Bank 
БВС: io) 0.25 Andhra Bank - 
ABNAMRO — | 023  StateBankofMysoe ——— 
Standard Chartered 0.20 Indian Overseas Bank 
Indusind Bank. 0.19 Allahabad Bank _ 
BNP Paribas _ 0.18 Vijaya Bank _ 
ICICI Bank — — 00:16 _Indusind Bank ——— 
HDFC Bank 0.15 Oriental Bank of Commerce 
UTI Bank 0.12 ^ State Bank of Travancore _ 
Corporation Bank 0.10 Union Bank of India 
of individual participants”. crore) worth of foreign money poured 
Having cleaned up their balance into Chinese banks. HSBC and Bank of 
sheets to a large extent, banks in America alone have pumped in about 
India must now be allowed to take $5 billion (Rs 22,500 crore) into Bank 


the next logical step, and which is 
to merge or acquire to become glob- 
ally competitive. China, which is 
required by its WTO commitments to 
open up banking by 2006, has already 
undertaken extensive overhaul of the 
industry. Apart from recapitalising 
its major banks, the country has 
opened the gates to private invest- 
ment in the sector. Between late 2004 
and 2005, $18 billion (Rs 81,000 


of Communications and China 
Construction Bank, respectively. 

India, by contrast, is still cagey 
about foreign investment in banks. 
No doubt, Indian banks must be given 
time to get their act together. But the 
point is, India cannot hope to be a 
global economic powerhouse if the 
industry responsible for fuelling its 
growth—the banking sector—is 
forcibly kept local. Ш 


Have you joined the 
Modern Industrial Roofing Revolution yet? 





ASBASTOS 







Asbestos Free 





Everest Hi-Tech conforms to BIS 14871:2000 & ISO 9933:1995(E) Specifications 


The industrial fraternity the world over is switching to Everest 
Hi-Tech fibre cement modern roofing system. What about you? 


Everest Industries Limited, India’s pioneer in fibre cement products, 
is backed by over 70 years of expertise in roofing and allied products. 
Everest is continuously innovating and introducing new products at 
its modern-day, ISO : 14000 facilities to meet the requirements of the 
contemporary customer. 


Remarkable features: 


Everest Hi-Tech, one of its outstanding innovations is made in 
collaboration with one of the world’s largest building products 
manufacturer. This roofing system is reinforced with high impact 
polypropylene fibres using the unique HIPP (High Impact Poly 
Propylene) technology. Everest Hi-Tech has the benefits of both J High Impact Resistant 
traditional AC and metallic roofing and hence can withstand adverse 


weather conditions and aggressive industrial environments. 

" А 6 High Work of Fracture (IMOR) 
Everest Hi-Tech is Euro compliant and makes an ideal roofing and 
cladding material for factories and warehouses in a variety of 


industries viz. Food, Pharmaceuticals, Textiles, Engineering, гом Maintenance 
Chemicals, Automobiles, Metallurgical etc. It is particularly suitable 
where the factory / warehouse need to conform to globally accepted 


and export compliant construction norms. 


Corrosion Resistant 





Available in a range of colours 


HITECH- 


Everest House, E-62, Greater Kailash, Part-1, New Delhi - 110 048 INDIA Tel.: 011-51731951/52/53 Fax: 011-26464006 
ZONAL OFFICES: 
North Zone: New Delhi - Tel.: 011-51618660/61; Fax: 011-26228906 
East Zone: Kolkata - Tel.: 033-2469581 4/2598; Fax: 033-24697463 
West Zone: Thane - Tel.: 022-55985914/15, 25806679; Fax: 022-55985913 
South Zone: Coimbatore - Tel.: 0422-2413047/2413816/118; Fax: 0422-2413633 
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HDFC Bank’s Puri: He 


has kept the ball rolling 
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WHAT MAKES HDFC BANK THE BEST 


= Deposit costs = Healthy interest = Net NPAs at 
are amongst margin at 3.9 0.22 per cent are 
the lowest at per cent, despite amongst the lowest 





3.2 per cent declining asset yields in the industry 











Get more interview calls. 
Give your resume the touch of a 
professional resume writer. 


To find out more, type ‘RR BT’ and SMS to 3636 
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HOW TO APPLY FOR THESE JOBS 


1. Logon to www.monster.com 

2. Click on “Search Jobs" link 

3. Type the job ID number in th 
“Keyword Search’ field 

4. Click the “Search Jobs" button 
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India's No.1 Jobsite. 
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Read in the following order - Company Name, Position, Location, Expetience, Job ID, Job Description. 

















Search for a job with a Monster 


by your side ET 
Monster has the best employers hiring online... mons ter.c om 
Get noticed! Post your Resume for FREE Today India's No.1 Jobsite. 
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Enhance the reach of your з 


resume 
Let your resume reach 1800 Top Consultants in a click. mo ns ter. com wh 
Know More... SMS "ER BT" to 3636 India’s No.1 Jobsite. | 














Rigging Your 
Career Right 


The oil exploration sector is where the moolah is. 


ECENT DISCOVERIES OF OIL AND GAS FIELDS IN INDIA 
Rana increased activity is this space is throwing up 
massive job opportunities in the sector. Job consultants 
predict a massive demand for chemical, production, 
petroleum and mechanical engineers over the next 
few years. The salaries are very good, too. Engineers 
with 10-15 years experience are getting Rs 15-20 lakh a 
year, says K. Gopal, Executive Director, Omam 
Consulting Group, which is recruiting exploration & pro- 
duction (E&P) engineers on behalf of a large private 
player. And people with three to six years experience are 
getting about Rs 8 lakh per year. The recruiters: Reliance, 
ONGC, Essar, Videocon, Cairns Energy and others. 

“But the job is quite challenging, and requires 
on-site engineers to stay at the exploration or pro- 
duction site continuously for two weeks (followed by 
two weeks of rest),” says an ONGC spokesperson. 

KUMARKAUSHALAM 


Oil Engineers: Field day for them 





Riding ‘The 
Building Boom 


Real estate companies can offer great careers. 
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Realty Show: Skills are on demand 


ERE'S ANOTHER SECTION OF PEOPLE WHO WILL BLESS 
Hs. real estate boom—professionally qualified 
job seekers. *Over the last two years, the real estate 
industry has seriously started hiring professional talent, 
especially at senior levels," says Ronesh Puri, Managing 
Director of search firm Executive Access. The larger 
companies like DLF, Unitech, Bengal Ambuja and 
Hiranandani, among others, now regularly hire 
B. Tech and MBA degree holders for senior positions, 
albeit mostly from second-rung institutes. “This is a 
welcome change," says Puri. DLF alone hires about 
45-50 such people every year. The demand across the 
country is at least 12-15 times as much. 

The salaries are good, too. Fresh MBAs and engineers 
get annual pay packages of Rs 3-5 lakh; this rises to Rs 
8-10 lakh for people with five to 10 years experience 
and up to Rs 1 crore at the СЕО or Director-level. 

SHALEEN AGRAWAL 








Let the best employer find 
you - TODAY 


Take this chance of getting noticed by top 
employers hiring on Monster... 


Post your resume for FREE 


Over 2,00,000 job opportunities. 6000 companies. 


monster.com 


India's No.1 Jobsite 













SHOME BASL 


driven businesses like media and entertainment. “The 
job involves liaising with clients, promoting busi- 
ness, managing sales, managing accounts and similar 
other functions and needs people with management 
expertise; and those with MBA degrees best fit the bill,” 
says Ajay Vaishnavi, Vice President & Head, Business 
Operations, Cellnext Solutions, another mobile con- 
tent company, that provides vAs and application 
services and wireless solutions to mobile service 
providers like Idea Cellular, Airtel, Spice, Reliance and 
SMS-based services to companies like American 
Express, ICICI Bank, Lic and uri Bank. Adds Anuraag 
Awasthi, Head (HR & Quality), Bharti Telesoft, which 
provides software solutions to telecom companies 
to enable them to run, among other things, their 
value-added voicemail and sMs services: “On the 
business side, we hire people who can look after 
applications that are up and running. At higher levels, 
we have product managers. These are very senior 
people in the industry and their role is to talk to 
clients, understand their needs, and come up with cre- 
ative ideas for developing new products. We prefer 
people from the telecom industry for this function.” 

The sector’s still young enough to be called an 
emerging one. It still doesn’t have the ossified 
hierarchy of legacy industries or even the more 
established parts of the tech space. So, if you’re 
young, tech savvy, ambitious and impatient, this 
might well be your route up the corporate ladder. 
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COUNSELLING 


HELP 
TARUN! 


| am a 32-year-old sales person with nine years work 
experience. Besides a PG degree in commerce, | have 
worked with various financial sector companies. However, 
I've started feeling that in order to grow further, | need a 
professional qualification. | have been advised to pursue 
a CFP programme as it is recognised internationally, 
but | am still not sure about it. Please advise. 

There is a CFP programme in the Us and Canada, 
which is a recognised one. In India, it is affiliated to 
the Association of Financial Planners. You could also 
do a CFA course, which is conducted by ICFAI. But I 
am wondering about your purpose in doing these 
courses. The choice of your study would depend on 
your career goal and you need to think about what 
you want to do and then do the relevant course. 


Е 
"T. 


f 4 
ye 


| am 24-year-old medical representative. As my job 
requires a lot of travelling, | would prefer to switch to an 
admin post so that | can pursue a part-time evening 
course in sales and marketing. Do | need specific skills to 
be an administrative assistant? 

Most firms require a basic college degree. Also, a 
course in use of computers, especially basic software 
like MS Office, and use of internet would stand 
you in good stead. However, in terms of earning 
potential, a medical rep gets more than an admin- 
istrative assistant. So, think before you make the 
change, because switching back to a medical repre- 
sentative’s job may not be easy. 


1 am a 52-year-old civil servant. Post-retirement, | wish to 
open an NGO for orphans. Although money is not an 
issue, my lack of experience certainly is. Do | need to take 
some sort of training or pursue a course? Please advise. 
Many institutions offer degrees and courses in social 
work. At this stage, you can gather information on 
NGOs, particulary on the laws applicable to charity 
organisations, tax exemptions, etc. Contact other 
agencies and learn from their experiences. 


Answers to your career concems are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US prac- 
tice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! c/o 
Business Today, Videocon Tower, Fifth Floor, E-1, Jhandewalan 
Extn., New Delhi—1 10055. 


THESE JOBS ARE AVAILABLE 





SOUMIK KAR 


Business side Technical side 
Areas Marketing and sales, Business Studio management, production, 
promotion liaison with clients animation, design and sound 
and account management 
Skill sets Management expertise Billing, graphic designing, 
miniaturisation, music and 
sound technology 
Qualifications Management degrees/diplomas B. Tech, Masters in Computer 
Applications, trained musicians 
and graphic design graduates 
Salaries Rs 15,000-20,000 per month for Rs 15,000-20,000 per month for 
freshers and Rs 50 lakh per annum freshers and more than Rs 50 
at senior levels lakh per annum at senior levels 
Recruited from Other content companies, FMCGs, Other content companies, 
management institutes technical institutes 


business people who will be able to develop the business; these 
will mostly be MBAs,” says Raj Singh, Executive Director of the 
company. “On the technical side, we hire people with knowledge 
of Java and Web-based applications,” he adds. 

“We also need musicians and audio engineers to create 
monophonic and polyphonic ringtones, as well as the increasingly 
popular ‘true phonic’ versions that allow users to play MP3 files 
when a call is received,” says Rajesh Rao, CEO, Dhruva Interactive, 
a Bangalore-based gaming and content company. 

What’s the architecture like at these companies? 
Mobile2Win, for example, employs studio managers, 
production heads, animators, designers and sound specialists on 
the production side. But the most crucial member of IT team is 
the Director, Technology. His job: handling the “middle- 
ware” between the consumer, the telecom company and the mo- 
bile content company. “His key area of responsibility is ‘billing 
and uptime’,” explains Kejriwal. Shorn off all the jargon, this 
means he has to manage the critical technology that ensures that 
every single consumer response is accounted for and billed. The 
hugely popular and mammoth Indian Idol sMs response 
campaign programme is one example of what this job involves. 

The pay scales vary from Rs 15-18 lakh per annum for a 
studio manager (the senior-most position on the production side 
of the business), to Rs 10-12 lakh per annum for a production 
head. A Director Technology gets about Rs 12-15 lakh, but 
sources say “there are 35-year-olds in the industry who earn 
upwards of Rs 50 lakh per annum handling billings and supply 
negotiations”. Lower down the ladder, trainee developers draw 
Rs 8,000-10,000 per month while those at the next couple of 
levels take home Rs 20,000-45,000 per month. 

On the business side, marketing execs are also becoming 
hot property. Here, the Relationship Director or marketing 
head, sits at the top of the heap and draws Rs 12-15 lakh per 
annum. Most such people are recruited from other content- 








Mobile2Win's Alok Kejriwal and Mobile 365's 
Kaustav Ghosh (below): In search of technically 
qualified people 
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space now offers more moolah for qualified people 
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BECKONING CAREERS 


Ringing In Employment 


The mobile content aggregation space offers ambitious and impatient professionals 
a short-cut to the top. PRIYA SRINIVASAN AND SHALEEN AGRAWAL 























T'S STILL A SMALL, ALBEIT HIGH PROFILE, NICHE WITHIN 
the country's technology space. But it's growing 
rapidly, at a double digit clip. The global market for 
mobile content is large—$78 billion (Rs 35,100 crore). 
And the Indian market, riding on 75.92 million mobile 
phone (both GsM and CDMA) users and counting, is 
expected to grow exponentially from its current Rs 
400-crore base. Not surprisingly, 
the sector is throwing up a fair 


demand for jobs. “The hiring here is not done on a mass 
scale, but there is, nevertheless, a shortage of qualified 
people,” says Alok Kejriwal, Founder, Mobile2Win, a 
mobile content company with a presence in China 
and India, adding that he hires technical talent mostly 
from institutes and colleges across disciplines like 
engineering, software and art. “Engineers apart, these 
companies are always on the lookout for good 
copywriters, artists, visualisers and marketers,” adds Kris 
Lakshmikanth, СЕО, The Headhunters, a Bangalore- 
based HR consultancy. “Aspirants have to be able to 
write software or design content that can optimally use 
(the small) mobile phone display,” he adds. 
Mobile 365, a Delhi-based short code 
company, hires people across four broad 
functions—technology, business, financial and 
products. A short code company is one that 
deals with those three- and four-digit numbers that 
television and FM radio channels ask you to SMS 
your answers, opinions and votes to. Says 
Kaustav Ghosh, Country Manager, Mobile 
365: "In the technology space, we 
recruit mostly telecom engineers as 
a thorough knowledge of the 
mobile platform is sine qua 
non. And we prefer technically 
qualified people for the prod- 
ucts function—though this is 
not absolutely necessary—as it 
interfaces between the sales 
people and the technical staff, 
turning feedback received 
from the sales force into a 
product proposal or taking the 
latter and turning it into a 
viable business proposition." 
ActiveMedia Technology, 
another Delhi-based company, 
which operates in the mobile 
marketing and content space, is also 
in the market for talent. “We need 


This technology 
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V.K. Chopra inaugurating the new building of Self Employment 
Training Institute in Chickmangalur. Also seen in the picture are K.L. 
Gopalakrishna, Executive Director and K. Achutha Pai, General 
Manager of the bank 
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Field demonstration on compost preparation to SHGs. Promoted by 
SKRDP, Dharmasthala and financed by the bank. 


corporate organisation, Streamlined appraisal 
workflow and preparation of standard pre-printed 
sets of loan documents for retail assets. 

The Bank has been extensively involved in help- 
ing the under privileged in close co-ordination with 
organisations like Help Age India and Child Relief 
and You (CRY). The Bank has set up a non-profit 
economic outfit Corporation Bank Economic 
Development Foundation, in 1992, in order to help 
people realise their full potential for economic ad- 
vancement and social development. The Bank 
under the aegis of the foundation has taken up a 
number of initiatives including promotions and train- 
ing of Self Help Groups (SHGs) at centres in 
collaboration with NGOs. In addition, Corporation 
Bank established a Chair in Bank Management at 
the Mangalore University and created an 
Endownment at the National Institute of Technology 
Karnataka, at Suratkal for an annual lecture on 
Information Technology subjects. The bank plans to 


Corporation Bank 
WALENIGUY BULONG 


INTERNET BANKING 

Internet Banking facility to corporate clients availing Cash 
Management Services, retail banking customers and clients of 
designated forex branches. Slew of facilities have been put 
online including payment of LIC Premia, phone bills and book- 
ing railway tickets. 

AUTOMATED TELLER MACHINES [ATMs] 

847 inter-connected ATMs, which allow the bank's customers 


to withdraw cash, pay LIC premia and recharge prepaid mobiles. 
CORP KISAN CREDIT CARD facility launched for operating Bank's 


CASH MANAGEMENT SERVICES [CMS] for Corporates for faster col- 
lection/realisation of instruments and management of funds 
CORP PAYROLL: Facilitates Corporates / Institutions to disburse 
salary of their employees by furnishing details in magnetic 
media with cheque / debit instruction. 

ON-LINE TAX ACCOUNTING SYSTEM [OLTAS]: Facilitates Online Tax 
Accounting System for Direct Taxes. 


ELECTRONIC ACCOUNTING SYSTEM IN EXCISE AND SERVICE TAX 
[EASIEST]: Enables easiest payment of Indirect Tax using 
Electronic Accounting System in Excise and Service Tax. 
E-PAYMENT OF OLTAS / EASIEST: Payment of direct / indirect 
tax through Internet by its Internet Banking customers. 


REAL TIME GROSS SETTLEMENT SYSTEM [RTGS]: Participating in 
both Inter Bank and customer transactions of the RTGS 
System through 450 branches. 


set up a library in Mangalore as well as in 25 villages 
in the country and awarding scholarships to 100 poor 
students from these villages. At Corporation Bank, 
social obligation is not considered a forced charity, 
but a genuine expression of goodwill to the society. 

While Corporation Bank may have had humble 
beginnings, it is today beginning to transform itself 
into a recognised financial services conglomerate. 
It has recorded a turnover of Rs 3,150 crore for 
2004-05 in bullion operations, sold thousands of 
LIC policies and begun to see some traction in its 
equities business too. While it's ready to enter the 
global markets (first with Dubai and some time 
later Hong Kong) it's also on the prowl for a 
small or mid-size acquisition, not just to give it 
more reach in the market, but to also help it 
leverage economies of scale. 
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IMPACT FEATURE 


ө The Total Business of the Bank as on December 31, 2005 
stood at Rs 51,787 crore compared to Rs 40,541 crore in 
December 2004, recording a growth of 27.7 per cent. 

@ The aggregate Deposits of the Bank increased from 
Rs 24,175 crore as on December 31, 2004 to Rs 29,702 
crore, recording a growth of 22.86 per cent. 
@ The growth in Advances was more pronounced at 34.9 per 
cent from Rs 16,366 crore as on December 31, 2004 to 
Rs 22,084 crore as on December 31, 2005. 


e Priority Sector lending aggregated to Rs 7,792 crore regis- 
tering a growth of 20 per cent over March 2005 level. The 


@ The Capital Adequacy Ratio of the Bank as on December 
. 31, 2005 was at a comfortable level of 14.91 per cent, as 
_ against 20.27 per cent as at December 2004 and 16.23 per 

cent as at March 31, 2005. 


expansion of clientele. Retail lending schemes 
were launched by Bank under the brand name 
“CORP SCHEMES” way back in the year 1993. 
Since then, the Bank has launched a number of 
Corp Schemes such as, Corp Home, Corp Rental, 
Corp Mobile, Corp Personal, Corp Vyapar, Corp 
Vidya, Corp Mortgage, Corp Mitra, Corp Meditech, 
Corp Professional, and Corp Mahila Gold. The 
Bank has been effecting suitable modifications 
and repackaging some of the schemes from time 
to time, apart from bringing out new products under 
the category to meet the ever-growing aspirations 
of the customer. As at the end of December 2005, 
the Retail Credit stood at Rs 5,809 crore, consti- 
tuting 26.3% of the NBC of the Bank (Rs 22,084 
crore), of which home loan portfolio alone stood at 
Rs 2,997 crore. The Bank has entered into a MoU 
with educational institutions for loans to them un- 
der Corp Vidya Scheme. 

The Bank had launched exclusive campaign for 
disbursing Educational Loans in tune with the national 
priorities. Camps were held at different institutions to 
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Corporation Bank CMD V.K. Chopra presenting an inlerim dividend 
cheque for Rs 28.70 crore tor 2005-06 to Honourable Union Finance 
Minister P. Chidambaram 





accord spot sanctions. So far, the Bank has lent to 
about 9,000 students with outstanding credit of 
about Rs 140 crore. As per the recommendations of 
the Boston Consultancy Group, Retail Asset Hubs 
have been opened at 15 centers and 5 other centers 
have been identified for opening of Hubs before 
March 2006. These Retail Asset Hubs will provide 
one stop shop for the retail customers of Bank. 
While Corporation Bank's business may be on 
a high for the moment, top executives are already 
looking to future growth opportunities. The Bank 
has in fact undertaken a review of key business 
processes as a tool for organisational transfor- 
mation, specifically to meet three objectives viz. im- 
proved customer satisfaction, reduced operating 
costs and improved internal efficiency and pro- 
ductivity. The Management Consultants, The 
Boston Consulting Group have submitted their re- 
ports and the Implementation Committee is con- 
Stituted to oversee and drive implementation. Of the 
change initiatives recommended by The Boston 
Consulting Group the Bank has taken up in the first 
phase for implementation a few such as 
Redesigned Inward Clearing Process, Creation 
of Retail Assets Hubs in key centres having high re- 
tail asset portfolio, IT solution for HR and PAD 
processes so as to substantially reduce manual in- 
tervention and flow of physical documents, creation 
of two IBR systems one for inter-branch entries 
between two branches on CBS and the other for 
entries involving at least one CBS branch, IT so- 
lution for procurement process, setting up large 
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V.K. Chopra, the chair- 
man and managing 
director of Mangalore- 
based Corporation Bank, 
has a rich and varied 
experience in the finan- 
cial services industry, 
spanning nearly four 
decades and across six 
institutions. With compe- 
tition increasing on a daily 
basis, the 59-year old 
Chopra says Corporation Bank will leverage its 
early implementation of technology to stay ahead of 
the competition, while it takes its first steps into 
becoming a global financial services outfit. 

Q. Where does Corporation Bank stand in the 
banking Industry? 

A. Ever since Corporation Bank's shares were listed 
on bourses, it caught the eye of the investing com- 
munity, corporates and depositors. Analysts and 
fund managers have started identifying the inherent 
strengths of the Bank and its strong fundamentals. 
The Bank has the track record of uninterrupted profit 
and dividend since inception and is the first public sec- 
tor bank to adopt US GAAP. The Bank has leveraged 
technology advances and stands one among the 
top PSBs in respect of productivity per employee. 
Corporation Bank always wanted to be on a high 
pedestal in terms of business and profitability among 
the comity of Public Sector Banks. The aim has 
always been to be a tech savvy Bank. The Bank 
has been recognised as one among the strong Public 
Sector Banks with sound financials and global outlook. 
Q. What have been the bank's achievements 
in priority sector lending? 

A. The Bank has significant achievements in lending 
to priority sector. During the current financial year, so 
far the credit to agriculture has increased by Rs 368 
crore with a growth rate of 32% over March '05 level. 
The Bank is amongst first in introducing Corp 
Agricultural Produce Loan (CAPL), a product for avail- 
ing loan against warehouse receipts, recognising 
needs of farmers. The Bank was one among the first 
few Banks to introduce ATM enabled Corp Kisan 
Credit Card to farmers for operating their compre- 
working capital requirements and consumption needs 


Chairman & MD V.K.Chopra 


at their convenience. In respect of Credit to SSI, there 
has been a steady growth over the years and during 
the nine months period upto December '05 the in- 
crease in SSI Credit was Rs 316 crore with a growth 
rate of 26%. The Bank's focus was also on financing 
Self Help Groups (SHGs), poorer sections of the so- 
ciety, and the advances to SHGs has increased sig- 
nificantly from Rs 27 crore as at March '05 to Rs.56 
crore as at Dec. '05. 

Q. How have you implemented technology to 
enhance Corporation Bank's functioning? 

A. The Bank has an illustrious past as far as technology 
initiatives are concemed. One of the key factors is that 
the Bank's IT initiatives have always been in line with 
corporate objectives with a Technology Plan charting the 
course of action. Towards improving the efficacy of 
housekeeping portfolio, the Bank automated the Inter- 
Branch Reconciliation [IBR] process in 1981. We 
achieved 100% computerisation 
by 30th Nov. 2003, well ahead of 
the deadline of 31st Dec. 2004 stip- 
ulated by Central Vigilance Commi- 
ssioner. The Bank has migrated 
546 of its units to centralised core 
banking and has set up a large 
ATM network of 837 ATMs, which 
is the second largest in the public 
sector. For NRIs, the Bank has in- 
troduced cross border remittance fa- 
cilities such as Corp Quick Remit 
and Corp Xpress Money. 

Q. Which products and schemes have driven the 
growth of the Bank? Why have these initiatives 
been successful? 

A. Technology advancement has helped the Bank to 
introduce various techno savvy products such as 
Corp Classic [Savings bank-sweeping facility], 4-in-1 
current account [variants of current account], which 
have been a huge hit. The wider ATM network and 
techno-savvy products have facilitated the growth 
in demand deposits. When import of gold was 
liberalised in 1998, we were an early entrant to 
undertake wholesale gold business on consignment 
basis. Apart from generating fee-based income to the 
Bank, gold sales has also facilitated clientele growth. 
Retail advances of the Bank stood at Rs 5,809 Crore 
as at the end of December 2005 constituting 26% of 
total advance of the Bank. 
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The Bank has the 
track record of 
uninterrupted profit 
and dividend since 
its inception and is 
the first public — | 
sector bank to 
adopt US GAAP. 
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on the decline from Rs 250 crore as on March 31, 
2004, to Rs 207 crore on March 31, 2005, before 
reaching Rs 176 crore for the period ended 
December 31, 2005. NPAs as percentage of gross 
credit have declined significantly over the last five 
years from 5.4% as on March 31, 2001, to 3.02% as 
on December 31, 2005. Corporation Bank follows 
stringent norms to ensure that its NPA metrics are 
among the best in the Indian banking market. A2-A3 
accounts are constantly monitored to avoid fresh 
slippages. Non performing assets are immediately 
targeted for remedial action, under the SARFAESI 
Act which is used as a last resort if the borrower 
remains incommunicado. Corporation Bank has 
also launched a Corp Adalat scheme to maximise 
recoveries in small accounts with NPA cut off date 
31.03.2004 with amount upto Rs 1 lakh. Cluster- 
wise approach at centres with concentration of 
eligible small loan accounts is targeted to maximise 
recoveries under this scheme. At the same time, a 
special RBI-OTS for SMEs with chronic NPAs of 
upto Rs 10 crore has been launched and a one-time 
settlement of Rs 25,000 has also been launched, as 
per the apex bank’s norms. 

Another focus area for Corporation Bank has 


Banking is no longer restricted to branch offices. Robust technology 
infrastructure has facilitated anywhere/anytime banking 
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PARTICULARS OF PRIORITY SECTOR ADVANCES (in Rs Crore) 





been industrial finance and its credit 
exposure to industrial sector stood 
at Rs 7,134 crore constituting 33.7% 
of the total advances as on last re- 
porting Friday of December 2005. 
Infrastructure, textiles and engi- 
neering with credit exposure of Rs 
1,891 crore, Rs 917 crore and Rs 635 crore were 
the top three beneficiaries. Corporation Bank 
has reduced interest rates for SSIs and has inked 
a deal with SIDBI to provide working capital 
where the latter has sanctioned project finance. 
Corporation Bank policy package for small and 
medium industries envisages stepping up of credit 
to SME sector. Further corporate credit is 
extended through specialised branches specially 
set up for this purpose. 

These specialised branches will exclusively deal 
with such large corporate customers above a certain 
agreed cut off amount say Rs 10 crore and above. 
Further, with a view to improve the customer 
acquisition, to cross sell and for enhancing the 
customer service levels, the Bank has implemented 
Relationship Management structure for handling 
large corporate clients. The Relationship Managers 
at specialised branches will be the single point of 
contact for corporate customers and will sell all the 
corporate products viz. Credit, CAPS etc., to these 
customers. Besides, Credit officers are being trained 
at specialised institutes in periodic intervals for 
improving the skill levels on appraisal and monitoring 
of corporate borrowal accounts. 

Aside from industry, Corporation Bank continues 
to build its presence in the retail lending sector, 
which has been identified as a key thrust area, 
primarily due to higher average yield on lending and 






Corporation Bank Self Employment Training Institute at Chickmangatur 
inaugurated by У, К. Chopra, СМО of the bank, on January 19, 2006 








later. It ventured inland by opening 
a branch in Madikeri in Kodagu 
(Coorg) district in 1934 and in 
1939, it made its first of two name 
changes from “Canara Banking 
Corporation (Udupi)" to “Canara 
Banking Corporation.” The Bank 
graduated into a Regional Bank in 
1945 when the total number of its 
branches stood at 28. Three 
decades later, in 1961 to be pre- 
cise, the Bank made its first M&A 
deal by acquiring Bank of Citizens, 
Belgaum and shifted HQ to 
Mangalore. |t was only in 1972 
that it changed its name for a second time to 
Corporation Bank as we know it today. While 
Corporation Bank grew steadily over the decades, 
its evolution was fast-tracked after it (along with five 
other banks) was nationalised in 1980. Sticking to 
its motto Sarve Janah Sukhino Bhavantu (pros- 
perity for all) Corporation Bank has today grown 
into one of the best-known mid-size names among 
banks, with a networth of the Bank pegged at Rs 
3,342 crore and the capital adequacy ratio at 
14.91 per cent as on December 31, 2005. While 
Corporation Bank's total business has topped 
more than Rs 51,000 crore in its centenary year, 
the institution also happens to have one of the 
highest productivity per employee of Rs 4.95 
crore among PSU banks. This efficiency is of 
course backed by cutting edge technology, with the 
Bank operating 837 ATMs, the second largest 
among public sector banks. At the end of 
December 2005, Corporation Bank had 1,716 
outlets, which included 802 branches, 77 
extension counters and 837 ATMs spread across 
22 states and two Union Territories. 

With the Bank branch no longer being the 
sole place to undertake transactions, Corporation 
Bank has over the last few years, put in place a ro- 
bust technology infrastructure to facilitate any- 
where/ anytime banking. While it has already 
computerised all its branches, 546 units (covering 
86% of business volume) have been brought un- 
der core banking solution, with the remaining ex- 
pected to be completed by 2006. To provide real 
time access to critical customer data a high- 
speed wide area network today links 733 func- 
tional units. Corporation Bank has made significant 
investments in its internet banking with a raft of 
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1997 Initital Public offering 


2005 Bank Surpasses Rs 50,000 crore in total business; 


technology capabilities wrapped 
around it. Customers can pay their 
LIC premia, recharge their prepaid 
mobile phone bills, book railway 
tickets and transfer funds, at the 
click of a button, without going to a 
branch. Corporate customers can 
leverage the Net to undertake 
salary transfer in bulk or use Corpo- 
ration Bank's Cash Management 
Services [CMS] for faster collec- 
tion/realisation of instruments and 
management of funds thereof, 
based on combined strengths of 
the computing and communication 
technologies. To try and extend the reach of tech- 
nology for its customers, it has tied up with Cashnet 
and National Financial Switch, allowing inter-oper- 
ability between ATMs of around 20 Banks. 

Despite being so technologically advanced, 
Corporation Bank hasn't forgotten its roots and 
statistics show that its priority sector lending to 
agriculture and even the often forgotten small scale 
industry is on the upswing. For example, priority 
sector advances increased from Rs 5,269 crore in 
March 2004 to Rs 7,030 crore a year later and to Rs 
8,372 crore in December 2005. Agriculture lending 
too headed north, from Rs 1,157 crore to Rs 1,546 
crore and Rs 1,818 crore. The export credit portfolio 
of the Bank stood at Rs 1,579 crore on December 
31, 2005. The Bank has offered loan products 
including Foreign currency loan at competitive rates 
to exporters and the Gold Card schemes have 
been well received. 
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Corporation Bank: 
Celebrating A Century 


What began as a humble “Nidhi” has today been transformed into one of 
India’s most efficient financial services institutions 





Corporate office at Mangalore 


CENTURY AGO THE BANKING SYSTEM IN 
costal Kamataka was limited to postal re- 
mittances and a couple of institutions 
were set up solely for British traders in 
the region. Traders in the thriving trading 
and temple town of Udupi had to wait for a fortnight 
for agents from these banks to visit their town or had 
to rely on the postal service for their banking re- 
quirements. To try and address the needs of this in- 
creasingly vocal group, a group of dedicated phi- 
lanthropists, led by Khan Bahadur Haji Abdulla Haji 
Kasim Saheb Bahadur came together to form what 
was then called the Canara Banking Corporation in 
1906. This ‘corporation’ was initially set up as a 
“Nidhi” with an initial capital of Rs 5,000, with col- 
lections on day one of operations totaling 38 rupees, 
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13 annas and 2 paise. More than pure 
commercial interests, the establish- 
ment of what is today Corporation 
Bank had some strong “Swadeshi” 
foundations too, with the Bank's 
Founding President declaring that 
“The primary object in forming the 
‘Corporation’ is not only to cultivate 
habits of thrift amongst all classes of 
people, without distinction of caste or 
creed, but also habits of co-operation 
amongst all classes. This is 
‘Swadeshism’, pure and simple and 
every lover of the country is expected 
to come forward and co-operate in 
achieving the end in view.” 

These patriotic sentiments laid the 

foundation for what has turned out 
to be one of the most profitable banks 
in the country today, with the global 
banking market beckoning this 100- 
year old institution. While it may have 
a rich heritage, with competition (not 
just Indian banks, foreign institutions as well) hotting 
up, Corporation Bank isn't relying on that facet 
alone to drive its growth in the 21st century. While 
the traders of Dakshina Kannada may have been its 
only patrons 100 years ago, the Bank has today 
grown well beyond its roots into a truly pan-India en- 
tity and could soon be present overseas in the 
next few months too. In its centenary year, 
Mangalore-headquartered Corporation Bank has 
charted out a vision to achieve a total business of 
Rs 55,000 crore comprising Rs 32,000 crore de- 
posits and Rs 23,000 crore advances. 

Having kicked off operations in Udupi, it took 
this bank 17 years to open its first branch outside 
the town in the neighbouring Kundapur in 1923 
and its second branch in Mangalore three years 
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Note: On Aug. 19, 2005, the company split its stock in the ratio of 1:5 Source: CMIE 


SHASUN CHEMICALS & DRUGS; PRICE: RS 100.55 


AS GLOBAL PHARMA STARTS OUTSOURCING NON-CORE ACTIVITIES, 
companies like Shasun Chemicals & Drugs will benefit 
hugely. A recent shift in focus to custom chemical synthesis, 
plus a new formulations unit for the generics market is 
expected to benefit Shasun. It has also recently bought the 
French Rhodia group's pharma custom synthesis business, 
which expands its client base in the US, Europe and Asia. For 
the quarter ended December 2005, Shasun reported a 43 
per cent rise in net profit to Rs 12.9 crore. At Rs 100.55, the 
stock trades at a P-E of 9.4 on an annualised EPS of Rs 
10.73. A reasonable valuation, given companies in its peer 
group are trading at P-Es of 20-40. 
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Trend-spotting 


BAD NEWS FOR BORROWERS: THE 
hikes in repo and reverse repo 
rates by the RBI (Reserve Bank 
of India) may push up lending 
rates. Already, HDFC (Housing 
Development Finance 
Corporation Ltd) has raised its 
home loan rate by 50 basis 
points. RBI Governor Dr Y.V. 
Reddy's move aims to absorb 
excess liquidity and make Loan rates: Will they soon 
funds costlier for banks, but take the high road? 

will likely hit retail borrowers 

hard. Although K. Cherian Varghese, Chairman, Union Bank 
of India, says: "Competition and liquidity will decide the 
future of interest rate movements," the effect on liquidity is 
already being felt. All eyes are now on the Budget, as hs. 
income tax exemptions on savings deposits are expected, 25 
thus increasing banks’ low-cost deposit base. Also, there are E 
ruere TIAS O POr CANT hints the hike could be reversed. ] 











Ali figures are for the month ended Jan. 31, 2006 Source: MutualFundsIndia.com — ANAND ADHIKARI 
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DETARIFFING WILL BRING IN: 


lll Customised cover. Thus, a "safe" driver could pay lower 


premiums than a "rash" one 


Bi Higher premiums. As insurers face higher distribution costs and 
stiffer competition, they could make it up by raising premiums 


lll Specialised covers. Without administered prices, companies 
will be more ready to insure hitherto uncovered areas like 


adventure sports 


lll Some low premiums. Fire insurance premiums are likely to 


drop sharply 


will also result in a general increase 
in premium rates across the board. 

First, the basics. Premiums for 
general insurance policies today are 
fixed by two bodies—the Tariff 
Advisory Committee (TAC) and 
individual insurance companies. TAC 
fixes the premium rates for motor, 
fire, marine (hull), workmen 
compensation and engineering 
business portfolios. These are called 
tariff businesses and constitute nearly 
70 per cent of the Rs 18,000-crore 
market. Detariffing will allow insurers 
to fix premiums themselves based 
on their assessment of risks. 

For the insurers, the move will 
hopefully end cross-subsidisation 
between businesses. At present, the 
fire insurance business is the most 
profitable (with a claims ratio of 
around 40 per cent), and ends up 
subsidising loss-making areas like 
motor and health insurance. 

Individual policyholders are in 
for a sea change. Be prepared, for 
instance, to see your motor insur- 
ance premiums change based on 
your age, sex, the car model or 
even colour. So, a young male— 
perceived to be a faster and 
therefore less safe driver—will pay 
a higher motor premium than a 
middle-aged woman. 

An average person usually buys 
fire, household, health (including 
accident), travel, and motor cov- 
ers. Already, individual premiums 
are far higher than corporate pre- 
miums for the same cover. For 
instance, burglary cover under a 
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householder's policy is Rs 2.40 per Rs 
1,000 of sum insured vis-à-vis about 
0.01 paise for companies. Now, costs 
could get higher. Says Bhandari: 
“Premium rates in India are among 
the lowest in the world and the one 
way it can go is upwards." 

Why will premium costs 
increase? With detariffing, insurers 
will face increased distribution costs. 
At present, the tariff business pays 
12.5 per cent of premium to brokers 
and 10 per cent for agents; while 
the non-tariff business pays 17.5 
per cent and 15 per cent, 
respectively. Second, competition 
could reduce premiums on some 
business lines, like fire insurance, 
to uneconomical levels. Also, 
although insurers want to increase 
motor insurance rates, a strong 
transport lobby may not allow it. 

Industry sources say insurers are 
unable to manage personal covers 
profitably, leaving them with little 
choice but to increase premiums. 
Already, insurers are talking of 
increasing mediclaim premiums. 
However, Arun Agarwal, Managing 
Director, Cholamandalam Ms 
General Insurance Company, says: 
“Prudence and good practice will 
ensure better risk rating and thus 
lower premiums.” 

Of course, once pricing is 
deregularised, customers are likely to 
get far more customised and novel 
covers, much of which is not 
available today. Bottomline: Next 
year could see a sea change in how 
you buy insurance. 
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insurance Regulatory and 
Development Аш hority (IRDA) i 
to protect the interest of individual 
policyholders. And one good way 
to do this would be to hear their 
views on important issues. The 
regulator, howev T, S 
have failed them in this aspect. 
Some months ago, IRDA set up 
the K. P. Narasimhan Committee 
to suggest amendments to the 
Insurance Act 1938. 

Unlike the Telecom Regulatory 
Authority of India (TRAI), which 
goes to various cities to gather 
the views of different sections of 
paoe to its propan, IRDA 
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Fire and motor insurance: The two categories are expected to 
be the most affected when the detariffing regime falls into place 


LIFE 


By this time next year, be prepared to 
have your insurance premiums determined by 


your lifestyle choices. NITYA VARADARAJAN 


F YOU ARE A LAW-ABIDING DRIVER, 

remember the frustration when 

a maniac overtakes you from 
the left? And then causes a pile up 
five cars deep. It seems logical that 
such drivers should pay more for 
their motor insurance than you do, 
but it doesn’t happen that way. Not 
yet, at any rate. 

If, however, insurance detari- 
ffing comes into being, this is one 
of the things that could happen 
under the new regime. 


Detariffing has been on the 
cards for a while now and the pres- 
ent deadline is January 2007. There 
is still a lack of consensus on the 
whats and hows of the new dis- 
pensation, but experts largely agree 
that the makeover is imminent. 
Says K.N. Bhandari, former 
Chairman of New India Assurance, 
and now the Director of the Centre 
for Insurance Studies and Research: 
“IRDA (Insurance Regulatory and 
Development Authority) is trying 


to condition the market and the 
stakeholders.” Companies have to 
first build an extensive database 
to quote the right tariffs post 
detariffing. IRDA has said that 
companies will have to justify 
premiums and present them to the 
regulator for approval. 

While this does offer some pro- 
tection to individual policyholders, 
on the whole, detariffing will be a 
mixed blessing—while you can now 
cock a snook at the road hog, it 
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LEFT ON THE FRINGE 


As Budget Day comes closer, individuals and companies are united in one demand: 
Would the Finance Minister please scrap the FBT? RITWIK MUKHERJEE 


ACTS FIRST. PERSONAL INCOME 
tax collection after the fringe 
benefit tax (FBT) stands at Rs 
66,000 crore, up 20 per cent from 
last year’s Rs 50,000 crore. Little 
wonder that Finance Minister P. 
Chidambaram in a televised inter- 
view on January 19 ruled out the 
withdrawal of the controversial tax. 
For companies, the only consolation 
has been the FM’s assurance that 
“some simplifications” would be 
brought into the FBT provisions. But 
what about the salaried individual? 
Interestingly, sources in Income =. а. 
Tax circles say the phenomenal rise Salaried individuals: Bearing the brunt of FBT 
in personal income tax collection is 
not so much due to FBT collections leading tax consultant, says he is business expenses offer any direct 
but because most companies have пог aware of any company that has benefits. Besides, the compliance 
changed the structure of their pay actually withdrawn these perquisites cost of FBT collection is high, as a 
packets so that a higher share of from its employees. However, since result of which the cost of business 
the salaries being paid is taxable companies have to pay taxes on the increases significantly and prof- 
income. So, who's the loser? No perks they give to employees, they — itability falls. It also goes against 
prizes for the right answer. are simply making the perks part of the principle of simplification.” 
Did the Finance Minister really the employee's whole pay package Ideally, as other tax experts point 
think it would pan out any other ог CTC (cost-to-company). What out, the net impact of FBT could ac- 
way? Business considerations require the employee once enjoyed as а tually be lowered for both compa- 
that certain expenses have to be tax-free perk is now part of her nies and employees if salaries are 
made by companies—in economic taxable income, thus neatly pass- structured judiciously. Rather than i 
parlance, these are called inelastic ing on the burden of tax to the pass the entire burden on to the 
expenses. “There are certain bene- employee. The finance ministers employee, companies could 
fits, which if the employer doesn't move has simply added on an extra continue the perks and reimburse- 
offer, any competent employee burden to the same salaried class ments, pay the FBT on them, but 
would look for a job somewhere that already pays its taxes faithfully. thereafter structure crcs in such a 
else, but if you tax these, it is Meanwhile, companies too are way that the FBT is factored in. This 
inevitable that many companies chafing at the FBT, which taxes gen- would lower the employee's tax 
would simply restructure pay pack- uine business expenses as well as burden considerably while not 
ets," says Каип Datta, Chairman, perks. Corporate India is com- hurting the employer. 
PricewaterhouseCoopers India, and — plaining that it is unfair on com- How many companies are actu- 
among the best known tax experts panies whose business includes а ally going to sit down and plan CICS 
in the country. Therefore, while large component spent on travel, only with reference to income tax 
salaried individuals are not losing entertainment and business pro- and FBT payments? It’s more likely 
out on any of the fringe benefits motion expenses. Comments Datta: еу will simply pass the burden on 
they enjoyed before FBT, they are “When you tax a benefit, the bene- to employees and sit back. 
certainly paying more personal fit has to be direct, tangible and The best solution, of course, * 
income tax on them. quantifiable; it cannot be nebulous. would be the FM scrapping this i 
Siddhartha Sankar Sen, another I have great doubts if genuine whimsical tax altogether. 
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In The Limelight 
6 Why is everyone launching close-ended funds? 


EFORE 2003, MUTUAL FUNDS WERE HEAVILY BIASED 

towards debt. Then came the bull run and the | 
market was awash with open-ended equity | 
schemes. Now, close-ended schemes are suddenly 
all the rage. 

Franklin Templeton, HDFC Mutual Fund, ING 
Vysya, Tata—they are all in the fray. Why this 
sudden interest when open-ended funds are 
Clearly outperforming indices? 

Unlike open-ended funds that provide seamless 
liquidity, close-ended funds are locked in for a pre- 
defined period of six to 15 years. Fund managers 
thus have ample scope to take long positions in 
growth-oriented stocks, including mid- or even 
promising small-caps. “We could see close-ended 
funds taking exposures in debt too, as the future 
of debt looks promising,” says the CEO of a state- 
owned mutual fund. 
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Up Close 
Why a close-ended fund could give better returns 
I Can create long-term portfolio 
W Can buy growth stocks: 
mid- and small-caps 
Bi Can diversify into debt 
W Can lower distribution costs 
as churning's absent 





Earlier, close-ended funds were listed in the 
market and traded at a discount to their NAVs (net 
asset values), which resulted in their ultimately 
converting to open-ended. "Close-ended funds 
now offer limited exit options by way of a higher 
exit load (4 per cent) or allowing exits every six 
months, which is good for the market," says 
Dhirendra Kumar of Value Research. 

Will returns be higher in close-ended funds? 
Yes, but only if the market stays bullish. 
"Theoretically, a close-ended fund offers better 
scope for returns, but it all depends on the mar- 
ket," says N. Mohan Raj, CEO, LIC Mutual Fund. 

Three consecutive bull years have whetted 
people's appetites for higher returns, possibly push- 
ing mutual funds to bet on close-ended schemes. 
Sceptics, however, dismiss the comeback as yet ano- | 
ther lure to mobilise cheap funds. “Small investors 
are lapping up whatever they get; | don't see any big 
trend in close-ended funds," says Kumar. 

Invest, but only if you're comfortable with 
the illiquidity. 
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SMARTBYTES 


Credit From Everyone 


A FIRST IN THE PERSONAL FINANCE 
space: a credit card from a 
non-banking financial company 
(NBFC). Kolkata-based 
Peerless General Finance and 
Investment Company, the 
country’s largest residuary non- 
banking company (RNBC), has 
launched the Peerless-ICICI 
Bank Affinity Card. The launch 
comes on the heels of RBI's 
announcement encouraging 
NBFCs to get into the credit 
card business. For ICICI Bank, 
it’s a chance to leverage 
Peerless' legendary network of field staff (more than 150,000) 
while for Peerless, it is one more step towards becoming a 
financial products supermarket. Incidentally, Peerless has a 
depositor base of over 40 million. The lifetime free card—there 
is no joining or renewal fee—comes with most standard 
features, and is one more proof that easy credit is here to stay. 

RITWIK MUKHERJEE 





Peerless scores a first: Comes 
up with a credit card 


Sunset Funds 
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Loans After 60 


IF AGE ISN'T ON YOUR SIDE, CHANCES OF GETTING A LOAN OR CREDIT 
card are remote. In fact, it’s tough all around for retirees, what 
with rock-bottom interest rates, growing medical costs and 
spiralling inflation. The good news: some PSU banks are ready 
to lend a hand with personal loans at concessional rates of 
11.5 per cent to 12.5 per cent. LIC Housing Finance offers 
a concessional home loan at 7.7 per cent, the only condition 
being that the entire loan or 30 per cent or more is repaid out 
of retirement benefits. Bank of Baroda’s personal loan for 
pensioners, with a generous upper limit of Rs 1.5 lakh, 
comes at 11.5 per cent against the regular 12 per cent. For 
defence personnel, the rate is 10.5 per cent, says a BoB 
Official. There’s a bonus to ageing after all. 

ANAND ADHIKARI 
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MS (Finance) MS (Marketing) MS (HRM) 
Highlights 
Full-time programs organized in + Active Industry Interface through Internship 
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Two year, Full-time, Campus 


` MS Programs 




















AR 


Programs at Hyderabad. 











4 semesters in 2 years 

Competent and committed faculty 

Emphasis on case-based learning 
Well-equipped Library and Computer facilities 
Soft Skills Training and IT Training 

Unique 16-week summer internship 


* 9 9 9 + 


and Projects 

Merit Scholarships 

Stipendiary Assignments / Assistantships 
Bank Loans 

Excellent Career Opportunities 
Placement Assistance 








Eligibility 
® Graduation (any discipline) € Final year degree students awaiting results. 


Selection 
Through MS programs Entrance Test (MSET) on April 23, 2006 at 59 test centers all over India. 
(Certain categories are exempted from MSET 2006) 





Classes from 


June 01, 2006 at 


Hyderabad. 








For Prospectus and Application, please send a DD for Rs.500 drawn in favor of “ICFAI A/c MSET', 
payable at Hyderabad, to: Campus Programs Admissions Department (CPAD), ICFAI, 45, Nagarjuna Hills, Punjagutta, 
Hyderabad - 500082. Tel : 040-23435328/29/80/45. Fax : 040-23435347/48, Email: cpadhq @icfai.org 
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NEWS ROUND-UP 


‘Allo! ‘Allo! 


THE WHOLE MARKET'S ABUZZ WITH LIFETIME FREE OFFERS. THE 
attempt, of course, is to capture a customer for life. And, 
as Naresh Malhan, President (Operations-North), Tata 
Teleservices, says: “It’s human nature that as you get 
more used to the mobile, usage will start picking up.” 
However, there’s more to lifetime offers than meets 
the eye. First, call charges at Rs 1.99 per minute for 
local and Rs 2.99 per minute for STD are not neces- 
sarily low. Customers with ordinary prepaid cards pay 
anything from Rs 0.70 (local) to Rs 1.20 (STD). As 
BSNL Finance Director S.D. Saxena puts it, these 
schemes do not benefit customers who make outgoing 
calls. They are for those who don't (but receive lots of 
Calls), such as an aged parent or a chauffeur who have 
traditionally opted for ‘free-incoming’ schemes. Then, 





Airtel's lifetime offer: ls it "m all ‘that worthwhile? 


the talk time offered by lifetime schemes (between 12 
minutes in the case of private telcos and 49 minutes for 
BSNL) is too low for the Rs 999 they charge. Most tel- 
Cos claim that customers will not have to pay any trans- 
action charge on future recharges and that they will get 
the entire talk time they pay for. 

Next is the whole question of ‘lifetime’. As far as we 
can make out, all the telcos stipulate that the cards must 
be recharged at least once in six months for you to stay 
connected. And, at least one telco has stipulated that the 
scheme remains valid only as long as the subscriber has 
a minimum charge of Rs 5 in the account. If the 
amount falls below that, the subscriber pays the entire 
Rs 999 again. Finally, there's no clarity on what hap- 
pens if a customer moves cities. 

Given that TRAI is looking into the whole con- 
cept to see how free “lifetime free” really is, and its 
report is expected in February 2006, consumers would 
do well to wait and watch. Also, given that STD rates, 
indeed all mobile rates, are set to fall drastically, why 
tie yourself permanently to one telco right now? 

KUMARKAUSHALAM 
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Banking On Service 


THE ATM REDUCED THE NUMBER 
of bank visits and the time 
wasted in queues and filling 
forms; now ING Vysya Bank 
takes the idea of anytime 
banking to the next level. After 
a successful launch in 
Belgium and Romania, Dutch 
financial services giant ING 
Group introduces the Self 
Bank concept here. The idea 
is to provide customers a full 
bouquet of banking services 
24 hours a day through self- 
service kiosks, where you can get full account state- 
ments, net banking, and access the bank's call centre. 
"Customers today want more flexibility to operate their 
accounts and the Self Bank helps us address this demand," 
says Shantanu Ghosh, Country Head (Retail Banking), ING 
Vysya. The outlets will have an ATM, a self-service outlet 
and a sales area, where ING Vysya Financial Services 
executives will be at hand during working hours to sell bank 
products. The bank has tied up with Euronet Worldwide, 
an electronics payment provider, to launch 200 such 


outlets across the country over the next two years. 
RAHUL SACHITANAND 


ING Vysya: And now, 
Self Banks too 





Exemptions 
Continue 


EVER SINCE P. CHIDAMBARAM'S LAST fi 
budget announcement, tax $. 
payers have lived in dread of the ' 
Exempt-Exempt-Taxed (EET) 
regime. Weeks short of this 
budget, there's good news: If = 
the buzz in the finance ministry 
is to be believed, EET will prob- 3 
ably not be announced this year. 2 
In the long run, though, be 
prepared to face the tax axe at KAMEN SARKAR 
the stage of withdrawal at least, even if spared during the 
investment and accumulation stages. Says Nikhil Bhatia, 
Partner, BSR & Co., Delhi-based tax consultants: "Small 
savings instruments such as PPF (Public Provident 
Fund), where funds are locked in for 15 years at 8 per 
cent, will no longer be attractive, as the rate of retum may 
fall to 5.3 per cent after tax (presuming tax at the max- 
imum marginal rate on withdrawal)." Insurance, too, 
will become costlier as maturity proceeds will be taxed. 
KUMARKAUSHALAM 





Your property can help. 


Presenting Mahabank Realty & Rent Discounting. 


If you need a loan, and need it fast, your property can help. Under Realty & Rent 
Discounting Scheme from Bank of Maharashtra, you can now avail loans against 
your property. And the rent receivables against your property as wel l. 


(Mahabank Realty Rental) 


Eligible applicant | Individuals / Partnership firms / Companies owning commercial Building 
borrowers premises not more than 15 year old* 


Purpose For business requirements or Personal needs 


Loan quantum Based on amount of rent receivable (net of taxes) Minimum Rs. 5 lac and 
| Maximum Rs. 3 crore (for properties located in Metros)* 


Repayment | Within 7 years by EMI 


(Mahabank Realty Mortgages) 


Eligible Salaried person / Individual Businessman/ Prof nal & Self Employed 
applicant Persons / Proprietary concern / Partneship firms and companies owning 
borrower commercial/ house property of not more than 15 years old* 


Purpose For business requirements or Personal needs 


| Loan quantum Minimum Rs. 1 lac and Maximurn Rs. 3 crore (for properties located in Metros)* 


Qur Products & Services | Repayment Within 7 years by EMI 


*condition apply 


Credit Facilities 
For more information please get in touch with the nearest branch or call our toll free 


D i ice х 
SPORE DEVICES numbers. You can also contact us оп bomcomkt@mahabank.co.in 


NRI Services 


бшер г ea Founded in 1935 = Nationalised in 1969 = Over 1300 branches nationwide 


Credit Card and Visa Debit Card 


ени wing $^ Bank of Maharashtra 


Mahabank Family Banking Card 
Merchant Banking, Collecting Bankers and (A Govt. of India Undertaking) 


Debenture Trustee 65 www.maharashtrabank.com 


All India Helpline (7 am - 11 pm) : 1600-222-340 / 1600-220-888. 











Investment choice - > 
` Death benefit 


Early surrender 


_Rs 10,000 per annum — 
... 10-30 years. 


г Sum assured or fund value, ` 


; whichever is higher 


: Hospital expenses 
Surgical benefits 
Post-hospitalisation 


` One year 


Mutual Fund 
Rs 25-50 lakh — 


| a convergence play in the 
реш ‚ credit surance c and Perona] 


ce players are getting in.” 
pically, general i insurance is a 
protection against contingencies 
ithout the promise of returns. 
xample: the mediclaim policies 


ffered for decades by the state- | 


owned general insurance compa- 
jut this distinction is now get- 
urred. Tata AIG Life ance 


*SIP: Systematic investment plan 


ice thé customer. t 


< dutch of a i 


life cover. “We are probably > í À | d ot 
most focussed on health amongst ^ fo ios as : 


e life players," 


boasts Bimal _ 
: ‚ Balasingham, Director, Tata AIG Life 
Insurance Company. Credit insur- n 
ance is also being keenly eyed by the ` 

life insurance pack. SBI Life, having alr- A 


cady entered into a tie-up with credit 


like portfolio management, typically 
targeted аг high net worth 


individuals, Chasing this loaded 
bunch are not just stockbrokers, 
but mutual funds, who prefer to 
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| insurance major Cardiff, has big plans. PSU 
The lines are also getting 
blurred when it comes to services. 





MIX AND 
MATCH 


ONVERGENCE AMONG MUTUAL 
Ca broking houses, banks, 
life and non-life insurance players 
has brought in wider choice at dif- 
ferent price points for investors like 
Pawan Parmar. 

However, it’s good to get your 
facts straight. For instance, when 
your life insurance comes bundled 
with investment, as in a five-year 
ULIP (unit-linked insurance plan) 
from a life insurance company, is 
this convergence play instantly a 
good idea? Experts say no. It 
makes more sense to instead buy a 
mutual fund that offers insurance 
cover. "MFs are purely an 
investment vehicle. They enjoy 
scale and they also translate that 
scale at much lower cost to inve- 
stors," says Naval Bir Kumar of 
Standard Chartered Bank. 

If, however, you are looking for 
pure death cover or critical illness 
riders, then why buy a mutual 
fund? At that point, it's life 
insurance companies that will have 
the best deals. 

Or take the health segment, 
where both life and non-life insurers 
are offering a mix-and-match of all 
kinds of covers. Here, experts say 
a the advantage lies in buying a health 
Director, m cover from a life insurance com- 
d Ass: nt | pany, as you then get an additional 
death benefit. For instance, Tata 
AIG Life's Health Protector scheme 
comes with an additional benefit of 
Rs 50 lakh (maximum) in the event 
of the policyholder’s death. For 
pure health policies, general 
insurance companies are the best 
bet as they reimburse you on actu- 
als, but if you want the additional 
death benefit, a life cover is better. 

Convergence per se is not the 
answer—first find out what you 
need from the product. 
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HEN 35-YEAR-OLD: 


^ Pawan Parmar app- 
roached banks and 
mutual funds to 
manage his 

. investments under their wealth 
` management services, almost 
ll of them turned him 

down. The reason: 


to low to qualify for 
ш г services; their. 
ceiling was Rs 25 lakh . 
to Rs 2 crore. | 
Then Parmar dis- 
overed portfolio 
nagement services 
г PMS—it’s akin to 
-wealth management but 
‘is offered by stock 
broking: outfits for 


minimum investments of 
only Rs 5 lakh. ‘It was just 


And just the kind of. solution 
now increasingly available across 
he financial services industry. 
The reason is convergence—a 
rt of backward integration that’s 


apidly taking place among financial 


services companies, with all players 
. offering unified personal finance 
solutions. The phenomenon has 
played quite a big role in improving 
^ both the choice available to the 


^; customer and the price. 


Look, for instance, at what 
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As financial institutions 
. succumb to the urge 
. to converge, custome 
are not complainii в. 
They are getting © 
better choice and - ] 
lower Prices. 


АМАМ” ADHIKARI 


happened in 
the housing finance 
industry. For decades, consumers. 


banked on housing finance companies 


(HFCs) for home loans. But when- 
some market savvy banks, with access _ 
to cheap funds, stormed th : 




















Loan upto Rs. 7.50 lakhs for 
studies in India and upto Rs. 15 
lakhs for studies abroad 


All the expenses like exam fees, 
hostel fees, building funds, cost 
of books, study tours project 
works, travel expenses for 
studies abroad, purchase of 
computers, etc., are taken care 


No collaterals for loan amount 
upto Rs. 7.50 lakhs 


Repayment holiday till the 
completion of the course + 1 
year or 6 months after getting a 
job, whichever is earlier 
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A friend you can bank upon 


Visit us at: www.vijayabank.com e-mail: marktcell@vijayabank.co.in 
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Bharat "d Electricals 


1,794.3 
Feb. 01, 06 








for the six months ending Sept. 2005 
006, BSE ^ Line chart figures are BSE adjusted closing prices in Rs 


competing with MNC banks. Retail 
lending (mainly mortgage financing) 
accounts for a significant 40 per 
cent share of loan portfolios. With 
increased penetration into semi- 
urban and rural areas, banks could 
garner more low-cost deposits. On 
the policy side, the sector is headed 
in the right direction. For private 
sector banks, the government has 
already lifted the cap on voting 
rights of 10 per cent as well as 
opened up 74 per cent to foreign 
ownership (FDI, ЕП and NRI). Given 
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Centurion Bank of Punjab 

Netsales* 370.28 

PAT* 38.49 . 

RE "m э A 05 

EPS 0.51 

to 303525 

ING is Bank 179.44 
Netsales* 800.39 Jan. 10, '05 

PAT* 2885 |. 

ЕР$"" 439 

UT wan 

ICICI Bank 

Net sales* 8,211.09 


** Figures in Rs crore as of Feb. 01, 2006, BSE ө Figures in Rs 


the low credit penetration and 
strong capex cycle, credit growth 
can only increase. Scrips to watch: 
ICICI Bank and State Bank of India. 


Hotels 

If you were a traveller scouting for 
hotel rooms in India’s Class A cities, 
you would have first-hand experience 
of the potential in hospitality. There 
are virtually no rooms available. 
Ergo, occupancy rates have shot 
up. Private equity firms have 
realised the potential—WestBridge 


Hotel LeelaVenture 


323.95 
06 





Feb. 01, ' 





" 149.35 









Indian Hotels 





BS" 265] Jan oa 05 






East India Hotels 






274.05 
Jan. 10, '05 


Taj GVK Hotels and Resorts 


231.3 
Feb. 01, '06 





64.76 
j Jan. 10, '05 


Source: CMIE 


Capital invested $5.7 million (Rs 
25.65 crore) in Royal Orchid 
Hotels, while Bessemer Venture 
Partners and New Vernon put in 
$8.5 million (Rs 38.25 crore) into 
Sarovar Growth—and will be 
driven by strong demand. The 
potential for growth is also signif- 
icant. Indian Hotels, for instance, 
has entered the low-cost hotels 
business with its indiOne brand. 
Other picks: East India Hotels (EH), 
Hotel LeelaVenture and Taj СУК 
Hotels and Resorts. 8 


penetration of automobiles in India 
being among the lowest in the 
world, the potential for an upside is 
huge. Other catalysts include 
increased government spending on 
infrastructure (think better roads) 
and soft interest rates. In October 
2005, about 9 lakh vehicles were 
sold; that’s 23 per cent more than the 
number sold in October 2004, while 
the two-wheeler segment grew 26 
per cent. Good picks here include 
Maruti Udyog and Mahindra & 
Mahindra in passenger vehicles, and 
Bajaj Auto and Hero Honda Motors 
in two-wheelers. 


Cement 

The booming economy translates 
into a huge acceleration in retail 
housing and infrastructure projects. 
The obvious gainer is cement, where 
the demand-supply scenario looks 
good. No new capacity is being 
added, and cement prices had gone 
up 10.8 per cent year-on-year till 
November 2005. A recent report 
from broking firm Sharekhan says: 
“We believe the demand-supply 
equation will be favourable for 
cement companies for the next two 
to three years. We retain our bullish 
stance.” Producing 144 million 
tonnes per annum, the Indian 
cement sector is the world’s second 
largest after China. However, per 
capita consumption is only 110 kg 
against a world average of 260 kg, 
indicating the potential for growth. 
Top picks include UltraTech 
Cement, Madras Cements, 
Associated Cement Co. and Grasim. 


Engineering And Capital Goods 

As long as infrastructure and power 
remain a priority of the government, 
the engineering and capital goods 
sectors hold promise. Power is the 
largest contributor to engineering 
companies’ revenues. ABB and BHEL, 
for instance, derive almost two- 
third of their revenues from 


equipment supply to power 
companies. With the government 
aiming to invest Rs 4,00,000 crore 
each in generation, transmission 
and distribution, the opportunities 
are obvious. Infrastructure is the 
other big growth area, with 
industries, housing, expressways, 
and bridges generating enough work 
for companies like L&T and IVRCL. 
The government has recently set 









m 


PAT* 
PE 304 957 95, 
Es | 





up a Rs 10,000-сгоге special 
purpose vehicle to exclusively 
finance infrastructure development. 
Picks: BHEL, Siemens, Crompton 
Greaves, L&T and IVRCL. 


Banking 

This is another sector whose for- 
tunes are directly linked to eco- 
nomic growth. Banking is at its 
peak, with psu banks aggressively 


Hero Honda Motors 


7407 
Feb. 01, '06 


423.15 
Jan. 10, '05 









Ultratech Cement 
PAT* 60.1 
Ри 2101 IM 
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* Figures in Rs crore for the six months ending Sept. 2005 — ** Figures іп Rs crore as of Feb. 01, 2006, BSE — e Figures іп Rs 
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2006 





SECTORS 


A booming economy throws 
up some sizzling new 
growth areas. sanan р.у. 


T’S ALWAYS A GOOD IDEA TO TAKE A FEW 

investing tips from the big boys. If you’ve 

been tracking private equity or venture 

capital companies, you might have noticed 

a fundamental shift in their investment focus. 
They’re all betting big-time on sectors fed by 
domestic consumer demand; export-led services 
are passé. Take vc firms like Draper Fisher 
Jurvetson or Oak Partners—both have launched 
$200 million (Rs 900-crore) funds to invest in 
businesses driven by domestic demand—or funds 
like ChrysCapital and Citigroup Venture Capital 
that have followed suit. 

How can long-term investors exploit this trend 
to grow their portfolios? While rr or pharma 
continue to look good as long as India's cost 
advantage remains, it's now time they started 
looking at sectors that depend on domestic demand 
and capital spending. This is where the action is 
going to be in the next few years. We feature 
here five such sectors, along with the most 
promising stock picks from each. 


Auto 

Demand in the auto sector has a direct correlation 
with economic growth. The per capita GNP grew at 
a CAGR (compounded annual growth rate) of 11 
per cent between 1971 and 2001 and the pro- 
duction of passenger cars increased by 9 per cent 
in the same period. Now, with the economy on a 
roll, demand for cars is set to zoom. Then, with 








Hol Sectors 
- for 2006 _ 


Dt eco 


nomy 


transform the face of India and the 
lives of the ordinary people,” he 
said at his second press conference 
as Prime Minister on February 1, 
2006. It’s early days yet; so it’s best 
to reserve judgment on that. Finding 
money for this grandiose vision will 
present potentially insurmountable 
hurdles, but his sincerity and the 
proven capability of his economic 
team may well carry the day. 

The other obvious achievements 
were in sustaining the growth rate of 
the country’s gross domestic prod- 
uct at 7 per cent-plus, keeping the 
inflation rate in check (it’s expected 
to be at less than 5 per cent for the 
entire fiscal) despite soaring global 
crude prices and promising a new 
deal for rural India through a mas- 
sive increase in rural credit and 
the refinancing of cooperative 
credit societies. 

On the flip side, he's also com- 
mitted to setting up a new pay 
commission (the sixth) to review 
the salaries of government employ- 
ees. While this may win his party 
the loyalty of this crucial section in 
the forthcoming Assembly elections 
in six states, it can also throw public 
finances into disarray. 

The government has also signed, 
or is in the process of finalising, 
bilateral free trade pacts with several 
Asian countries. These look good on 
paper, but their precise economic 
impact on the country will have to 
await more detailed data and analy- 
ses. But it's no secret that some 
Indian businesses are worried. 

Singh has also promised to 
continue with reforms in the 
power sector, even while cate- 
gorically committing his govern- 
ment to the continuance of power 
subsidies. This last is obviously a 
carrot to his Left allies, as is his 
promise not to sell any public 
enterprises in the core sector. 

Overall, the report card looks 
good, but with a little effort, it can 
get a lot better. 

ASHISH GUPTA 
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The To Do List Keeps Growing _ 


Several important Bills are pending in Parliament, But - 
M e pe E MEE 





LIS PENDENS | 

The Banking Regulation (Amendment) Bill, 2005 
J The Chartered Accountant (Amendment) Bill, 2005 

EE] The Essential Commodities (Amendment) Bill, 2005 
Î The Electricity (Amendment) Bill, 2005 

E. Jj Petroleum & Natural Gas Regulation Board Bill, 2005 


& The Pension Fund Regulatory and Development Authority Bill, 2005 
The Reserve Bank of India (Amendment) Bill, 2005 
T WORLD OVER, LEGISLATORS ARE CALLED LAWMAKERS. BUT OUR 


MPs, it seems, have time for everything else apart from le; ng 
on new laws. There were 62 Bills pending before both Houses 
















Parliament at the start of the Winter Session. Now, on the eve of the 


Budget Session, that number has shot up to 68. Several of these deal 
with important, even critical, economic issues. And legislative 
alacrity or inaction can greenlight or hold back laws that can, - 


potentially, add billions of dollars to the gross domestic product. But 


has anyone informed our “honourable” MPs about this? 1 
Finance Minister P. Chidambram is very keen that the Banking 
Regulation (Amendment) Bill, 2005, which allows the Reserve 


Bank of India to lower the statutory liquidity ratio and the cash 
reserve ratio of commercial banks, is passed А$АР, In all | nad 





he will have his wish. Similarly, The Electricity (Amendment) Bill, - 
2005, which puts the onus of rural electrification on both the - 
Centre and the states and mandates a steady reduction in cross | 


subsidies within the sector, is also expected to sail through. 


But the government’s friends on the Left will definitely not allow, 


The Pension Fund Regulatory and Development Authority Bill, 00: 
which allows pension funds to be invested in stocks, to pass. The 





Petroleum Natural Gas Regulation Board Bill, 2005 seeks to establish 


a Petroleum & Natural Gas Regulatory Board that will oversee the 


oil sector. But with no one really pushing for it, the Bill may have to 


spend some more time on the table of the House. The Essential. 
Commodities (Amendment) Bill, 2005, which empowers the Central 


government to delete items from the list of essential commodities, - 


too, may not become law just yet. 


But that does not, of course, make our MPs any less honourable. 1 
ASHISH СОРТА . 
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dia wakes up to Aaj Tak. | 


For the last 10 years, Aaj Tak has successfully lived uplo its. promise of | 
being ‘Sabse Tez’. А passion solely driven by: an amazing consistency to 
serve you with all the news that really matters. Enc mpassing e every issue 
with an impartial perspective, Aaj Tak has truly earned the repute of n 
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Left out in the cold: CPI(M)'s Prakash Karat (left) and Prime Minister Singh 






































The Empire Strikes Back 


The Congress has obviously decided that it can be 
pushed only so much and not anymore. That's the best 
thing that can happen to the economy. 


HE DOG IS RECLAIMING 
| control over its tail, The gov- 
ernment refused to buckle 
down on the issue of modernising 
the Delhi and Mumbai airports; 
and the Left, which had threatened 
it with dire consequences—CPI(M) 
leader Sitaram Yechury had even 
threatened to bring the government 
down-—has been forced to pipe 
down. This marks the first instance 
of the Congress-led United Progr- 
essive Alliance government pre- 
vailing over the Left on a con- 
tentious policy issue. 

It also signals a hardening of 
the Congress' stance vis-à-vis its 
Left partners. “The Congress, as 
the lead party in the UPA, believes in 
the true dharma of coalitions, which 
is to listen to and imbibe from all 
directions in a genuine spirit of 
openness, but ultimately to take 
decisions in supreme national 
interest only. INo part of the coali- 
tion possesses, or can exercise, any 
veto power. After the consultation 
process is over, we cannot hesitate to 
agree to disagree if we find that to be 
in India's interest," says the party's 
spokesperson, Abhishek Singhvi. 


Comrade Karat, are you listening? 


This desire to break free from ` 
Marxist shackles has been. in evi- - 


dence over the past few months. 


Prime Minister Manmohan Singh's 
enthusiasm for the nuclear deal. 


with the us, India’s vote on Iran, and 
the government’s recent decision 
to allow foreign direct investment by 
single brand retail chains all point to 
an increasingly assertive government 
signalling that the tail can’t con- 
tinue wagging the dog indefinitely. 

“The last word hasn’t been said 
on any of these issues,” says CPI(M) 
leader Nilotpal Basu, denying that 
the Left’s ability to set the policy 
agenda is on the wane. 

Too late! The ura has called the 
Left’s bluff. The door is now ajar; 
and time just right to push through 
other contentious reform measures. 
The wish list: pension reforms, 
labour reforms and FDI in (multi- 
brand) retail, for starters. The dog 


that did not bark has helped fic- 


tional detectives solve many mys- 
teries. À Left that cannot bite may 
be just what the Prime Minister 
needs to push reforms forward. 
ARNAB MITRA 
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; | ments on this. And taken together, 
1 
| 


IDIN INVYUSVA 


| ‘occupy the pride of place. 


The government’s report 
card is full of As. 


| 

| 

| 

In Fine Fettle 

i 

| 

| WENTY MONTHS INTO OFFICE, 

| Prime Minister Manmohan 
Singh is still far from 

becoming a consummate and con- 

fident politician. He's quite happy 

living in the political shadow of 

Congress President and United - 

Progressive. Alliance (UPA) 

Chairperson Sonia Gandhi. But 

i his writ clearly runs on the econ- 

| omy and, reportedly, on foreign 

| policy issues, and the two areas 

bear his distinct imprint, despite 

unrelenting pressure from the Left 

parties on both. 

So, what are his major 











achievements as the Chief 
| Executive of the world’s largest - 
| democracy? Singh himself feels 
| his government's commitment to 


equitable development and gen- .- 1 


eration of employment should. 
“We've made major invest- 


|! our five major initiatives—the 
National Rural Employment 
Guarantee Act, 2005, the National 
Rural Health Mission, the 
Jawaharlal Nehru National Urban. 
Renewal Mission, the Rajiv. 
Gandhi Vidyutikaran Yojana and 
the Bharat Nirman Yojana—will 
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question the practice of observers 
going about their jobs with 
photographers in tow. “If they think 
they can get away with it, they are 
wrong. Their highhandedness may 
lead to a mass upsurge,” he says. 

Prima facie, the Left has good 
reasons to be worried. In the 2001 
assembly polls, a particular booth 
in Goghat constituency in South 
24 Parganas, which is considered 
"sensitive", recorded a total of 
936 votes —all cast in favour of 
the CPIM). In Purshura in Hooghly, 
another booth recorded 1,105 
votes in favour of the CPI(M), and 
only one for the Trinamul. And in 
Garbeta in Midnapore, yet another 
sensitive constituency, the 
Trinamul received less than 10 
votes in 13 booths, while the CPIM) 
got between 509 and 875 in each 
of them. There are thousands of 
such examples through the state. 
Statistically, such a distribution 
of votes looks questionable, But 
CPI(M) leaders are quick to defend 
their party. "Unlike other parties, 
our cadres begin preparing for 
the next elections within 24 hours 
of results being announced (see 
How The Left Front Poll 
Machinery Works). That is why 
we continue to win election after 
election," says Bose. 

The elections are due in May; 
it's already February; and the 
electoral rolls have to be published 
by the middle of this month. Is 
there enough time to revise and 
update the rolls within this time? 
"The updation of rolls is a continu- 
ous process," says an EC official. “If 
we feel the need to include the 
names of genuine voters and delete 
those of false voters, we'll continue 
to do so even after February." 

The &C's promise of a “free and 
fair" election apart, two other 

factors are expected to play a crucial 
role in the forthcoming polls. This is 
the first time the Left will face off 
against the Congress in a state even 
while it props up a Congress-led 
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government in Delhi. These elec- 
tions will also test the electoral via- 
bility of Chief Minister Buddhadeb 
Bhattacharjee’s pro-reforms, pro- 
industry stance for the first time. 
Will the Left Front again trump 
its opponents and win a renewed 
mandate? Or will Rao and his team 


| HOW THE LEFT FRONT POLL MACHINERY WORKS 





succeed in untying this Gordian 
knot? That’s impossible to predict. 
But it’s fair to say that the focus 
this time will be on the EC, its man 
on the spot, and his mission. What 
he does over the next three months 
could have far reaching conse- 
quences for the country. 8 


THE SCENARIOS 


NE OF THE REASONS WHY THE LEFT FRONT EXPERIMENT HAS WORKED SO WELL IN 

West Bengal is that the CPI(M) has always won an absolute majority on 
its own, or has fallen just short of the halfway mark (as in 2001, when it won 
143 seats in the 294-member House). This meant its smaller partners 
always had to toe Big Brother's line. How will it go this time? 


SCENARIO 1 

Rosine The Left Front wis overwhelming trary. те CPIM) wi 
a majority on its own or falls just short of the halfway mark - $3 
Жин Implication: No chang 1 stafs quoy Westie 


gets a free hand to pursue reforms i 


but bowing to governance неба aeria тэу alow inde 
Ne won f uU roit M no еа 
the UPA government 


SCENARIO 2 

Result: The Left Front wins working majority. The CPI(M) falls well short of 
the halfway mark. 

State-level implication: Smaller partners like the RSP, the Forward Bloc and 
the CPI flex their muscles; Buddhadeb Bhattacharjee finds his wings 
clipped; hardliners gain the upper hand 

National implication: The Left Front becomes more aggressive as it tries to 
regain lost ground; reforms grind to a halt; relations between the UPA and 








KRISHNA MURARI KISHAN 






the Left nosedives; The UPA government has a 50:50 chance of survival 


SCENARIO 3 


Peau Te Leh Front es. The CPIM) als way shot ofthe hay maf. 
State-level implication: Political uncertainty in West Bengal, since the - 


Congress, the Trinamul Congress and the BJP cannot ob 


to form the government. The Left Front storm troopers | d the state to. 
ransom; incipient economic revival in state regresses — | 
` National implication: UPA strategists may go in for snap polls to cash in on 
the disarray in the Opposition and Left ranks. Result is anyone's guess _ 


some local people who surrounded 
his car if they faced problems cast- 
ing their votes. The response was a 
loud “yes”. Had they come across 
bogus voters (even voters from 
across the border) standing in 
queue outside polling booths? The 
chorus was again in the affirmative. 
Satisfied, Rao got off his car for a 
house-to-house survey. By the end 
of the day, he had struck off 
dozens of false voters from the 
electoral rolls. Elsewhere, in 18 
other districts, the other EC 
observers were doing more of the 
same. By the end of their weeklong 


tour of the state, they found that 
the Left Front government had is- 
sued 8.15 crore ration cards. 
Nothing wrong with that, except 
that West Bengal has a total pop- 
ulation of only 8.02 crore! “There’s 
a huge problem here. There are 
some districts which require more 
time and attention. We will have to 
look more deeply into the matter. 
And if the EC so desires, I’m ready 
to oversee the elections in West 
Bengal. But that’s a call that EC 
will have to take,” says Rao. And 
just before leaving for Delhi, he 
tells mediapersons: “We will con- 





That looks fishy: Rao on the prow! 


sider bringing in presiding officers 
from outside the state and post 
polling officers outside booths for 
stringent checking of photo identity 
cards and other documents.” That 
he meant business became evident 
when the EC showcaused 25 state 
government officials for negligence 
in dealing with electoral roll-re- 
lated applications and complaints. 
The Congress, the Trinamul 
Congress and the BJP are delighted. 
“The EC observers have only vin- 
dicated what we have been saying 
for years. We hope the EC actu- 
ally does bring in presiding officers 
and other officials from outside as 
that’s the only way of ensuring 
free and fair elections here,” says 
Pankaj Banerjee, leader of the Trin- 
amul Congress legislative party. 

Officially, the Left Front has 
decided to brazen it out. Its Chai- 
rman Biman Bose, who is also a 
member of the CPI(M) politburo, 
admits the existence of bogus voters, 
but blames the Opposition for this. 
“There are many false voters, 
bogus electoral ID cards and fake 
ration cards in the state. The EC 
should take steps to find out who is 
behind these; this is tarnishing the 
image of the state." 

Brave words; but off the record, 
the comrades admit to being rat- 
tled. Some Left Front leaders, 
including CPI(M) state secretary and 
politburo member Anil Biswas, even 
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K.J. Rao, the Election Commission observer who cleaned up the Bihar 
election process, has now set his eyes on West Bengal. Can he ensure 


a "fair" poll? Will the Left Front win in spite of that? And how will the 
results impact national politics? RITWIK MUKHERJEE 


AP 





SSEMBLY ELECTIONS IN 

West Bengal are still a few 

months away. And most 

people expect the ruling 

Left Front to return to 
power with a thumping majority. Yawn! 
So why is Business Today, a business 
magazine, carrying this report? Because 
of a new twist in this tale. It's still only a 
small twist; but it has the potential to 
snowball into something massive; and if 
it does, it can have far-reaching conse- 
quences for the country's economy and 
politics (see The Scenarios). 

The “twist” answers to the name of 
K.J. Rao. He's an observer appointed 
by the Election Commission (EC)—the 
63-year-old Rao joined the EC as an 
assistant in 1966 and retired as Secretary 
in 2002; he was sent as observer for the 
US presidential election in 2002 and the 
Afghanistan election in 2004—to over- 
see the election process in West Bengal. 
Rao's claim to fame: he's a maverick 
who ensured free and fair polls in Bihar 
in 2005. The expectation: if he can do 
the same in Bengal, the Reds might find 
it difficult to continue their lease on 
Writers’ Buildings. 

The opening chapters of the story 
have gone according to script. Rao and 
his team of 18 observers landed in 
Kolkata on January 8; their brief: check 
out the process of revising electoral 
rolls in West Bengal. At Phulia in Nadia 
district, 45 km from Kolkata, Rao asked 
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and irrigation. And 
sectors such as textiles, 
chemicals, handicrafts, zx 
food processing, © 
pharmaceutical and | 
automobiles can expect & 
tax breaks because of 
their employment gen- 
eration potential. .. 
Since Prime Minister 
Manmohan Singh and 
«Chidambaram. himself UM promised to bring down 
‘customs duties to the levels prevailing i in the Association 
of South East Asian Nations, peak import tariffs will 
come down from 15 per cent at present to 10-12 per 
_ cent. This apart, the Budget i is unlikely to unveil radical 
changes in the country’s tax—both direct and 
indirect—structure other than doing away with area and 
location-based tax incentives (tax breaks for setting up 
industries in backward areas). “Since there is little 
- scope for tinkering with the tax rates, the thrust will be 
оп the tightening of the tax administration to prevent 
leakages. The goal will be to make life easier for tax 
ayers,” ѕауѕ а senior finance ministry official. But 
aders watch out. The Finance Ministry, armed with 
icket. purchases and other 
ensify the drive to catch the 
t and increase collections. 
rs: the investment climate will 
come more friendly, and Left or no Left, and the 
vernment will disinvest minority stakes i in non- 
Navratna public sector units. And, this is iffy, 
Chidambaram may once again try to prune the food 
and oil subsidy bills, and then roll this measure back as 
‚ а "concession" to Leftwing and populist sensibilities in 
г return for having his way on other issues. 
- But the real positives in this Budget will be the 
expected announcement that the government has met the 
targets set forth in the Fiscal Responsibility Act and the 
Budget Management Act despite high oil prices, the 
tsunami, and political compulsions. The negatives will be 
ће unbridled rise in the current account deficit and 
the absence of any tough reforms measures which are 
necessary to take the economy up to the next level. 


_ The Left-inspired Budget 

The formula for this is simple and should be familiar to 

anyone who's lived through India’s disastrous tryst 

with socialism: tax the rich further, levy higher taxes on 

consumer goods and other targets of Marxist ire and 

- squander precious revenues on dubious pro-poor 
schemes which look good on paper but whose 
economic value will remain unquantifiable. Says M.K. 
Pandhe, President of the CPIM)-affiliated Centre for 
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бт Budget has to be pro- 
growth and pro-investment. 
The Finance Minister wants to 
refine the Fringe Benefit Tax; - 
but | would humbly beg him to 
scrap this obnoxious levy" 
Rahul Bajaj, Chairman, Bajaj Auto 


Indian Trade Unions (СЇТ) and a member of the 
party's politburo: “The government will have to face the 
consequences if it does not desist from taxing the 
poor and helping the rich and the corporate houses.” 

This means the pension sector will continue to 
suffer; foreign investment in the insurance sector will 
remain capped at 26 per cent, and the telecom sector at 
74 per cent; disinvestment will be a non-starter; and the 
small-scale sector will continue to be protected from 
international competition by high tariff walls. 

The comrades feel the “rate of effective taxation” in 
the country is rather low; so they want higher corporate 
tax rates, higher income-tax rates for people at higher 
income levels, and a 15 per cent short-term capital gains 


tax. Nagesh Kumar, Director-General, Research and =° 


Information System for Non-Aligned and other 
Developing Countries, partially agrees with this idea. 
“There is a need to moderate the inflow of foreign funds 
into the Indian stock markets to control the volatility; 
hence, it won't be such a bad idea to levy some kind of an 
exit tax when this money leaves the country," he says. 
But higher taxes will almost certainly lead to lower 
revenues and a deceleration of growth rates that econ- 
omists call the Laffer Curve Effect. And if the govern- 
ment accepts the Sixth Pay Commission Report, the mas- 
sive resultant outflow on salaries will take the fiscal deficit 
into the stratosphere. The combined result of these 
measures will puncture the current consumption-led’ 
economic boom, lop off a few percentage points from 
the GDP and other growth figures, fuel inflation, lead to 
a crash in the stock markets (remember the first days of 
the UPA government when every Left leader worth his 
salt shot his mouth off about economic policy?), and 
take us back to the era of the Hindu rate of growth (an 
unfortunate communalisation of a socialist construct). 
The poor, in whose name the Left would want to 
visit this scenario upon us, will be the worst losers, but 
inconvenient facts have rarely ever worried the 
ideologically pure comrades. Fortunately, though, the 
Left lacks the numbers to dictate such a Budget. 
Then again, Chidambaram may well say *none of 
the above" and surprise us with something totally 
different and unexpected. Wait till February 28. m 
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An ideal Budget will obviously have a high feel 
good quotient. Abolishing the Fringe Benefit Tax (FBT) 
and the Banking Cash Withdrawal Tax will generate 
disproportionate amounts of it as will a reduction in the 
indirect tax rates (both VAT and excise duty). Introduced 
in the last (2005-06) Budget, FBT shifted the tax burden 
on perquisites from employees to employers and became 
a nightmare for the latter. The reason: many legitimate 
expenses, such as business promotion activity and 
work-related travel, have been classified as perquisites 
and are being taxed at varying rates. Says Rahul Bajaj, 
Chairman, Bajaj Auto: “The FBT is neither logical nor 
equitable and creates all kinds of problems while 
filing income-tax returns. So, I would humbly urge the 
Finance Minister to rethink the tax.” India Inc. is 
even willing to pay for this: industry leaders say they 
don’t mind paying an additional 2 per cent corporate 
tax—over and above the current rate of 30 per cent— 
to compensate the government for any losses. FBT 
apart, the direct tax structure in the country is benign 
and needs only some minor adjustments to further 
improve collections. 

The other elements of the big picture: large 
investments in infrastructure and agriculture, land 
reforms, and the creation an all-India market. This 
last will mean doing away with or amending laws 
such as the Essential Commodities Act 1955, 
Standard of Weights and Measures 
Act 1976, and the like. 

In services, the Finance Minister 
should ensure that foreign companies 
with captive business process 
outsourcing arms are neither taxed, 
nor made to file their returns here. 
“Otherwise, the country stands to 
lose up to $1 billion (Rs 4,500 crore) 
in revenues and a sizeable number of 
jobs. And worse, India may even miss 
the target of $60 billion (Rs 2,70,000 
crore) from IT and Ires exports by 
2010," says Sunil Mehta, Vice President, Nasscom. 

But Chidambaram also needs to generate substantial 
revenues to fund the government's massive social 
sector and infrastructure schemes. The simplest way 
forward: reduce the number of tax-related litigations, 
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be Given the state of Indian 
infrastructure, the Budget 

needs to allocate an additional 
Rs 10,000 crore per year for 
infrastructure development” 


Venugopal Dhoot, Managing Director, 
Videocon Industries 


hb The Budget needs to increase the 
weighted deduction for research and 
development for the pharmaceutical sector 
from 150 per cent to 200 per cent” 

Habil Khorakiwala, Chairman, Wockhardt 


involving potential revenues of Rs 1 lakh crore, which 
are currently pending in various courts. One solution 
could be to set up special economic courts or special 
arbitration processes. Large public investments in 
infrastructure development will create a virtuous circle 
and lead to a “crowding in” of private sector 
investment. “An annual target for gross capital 
formation in infrastructure should be announced by the 
government,” says CIs Kumar. 

And on the policy front, the Finance Minister 
should encourage consolidation in the banking 
sector by amending the Banking Regulation Act of 
1949, introduce legislation to govern the micro- 
finance sector, and raise the foreign direct investment 
(FDI) ceiling in the insurance sector from 26 per 
cent to 49 per cent, open up the retail sector and 
announce labour reforms. 

The cumulative impact of all these measures will 
almost certainly push the gross domestic product growth 
rate to 9-10 per cent. Will it happen? Given the political 
compulsions of the ruling coalition, it’s highly unlikely. 


The Likely Budget 


The focus of the forthcoming Budget will be “on the 
common man and the rural masses”, the Finance 
Minister has already announced. So, we can expect 
Chidambaram to unveil measures to generate 






employment and an- 
nounce higher bud- 
getary allocations for 
health, education, 
rural infrastructure 
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Will the Finance Minister deliver an Ideal or Dream 
Budget, one that walks a tightrope or a Budget that 
paints the national economy red? Here’s a look at what 
each option might hold. дѕниѕн сорта 


T'S THAT TIME OF THE YEAR ONCE MORE. 

P. Chidambaram will soon present his third 

Budget as Finance Minister in the United 

Progressive Alliance government. The big ques- 

tions are: will it be another dream Budget? Will 
he bow to the dicates of his Marxist allies? Or will he 
walk the middle path between these two extremes? The 
answers will be available on February 28. A Dream or 
Ideal Budget will, obviously, be one that takes the re- 
forms process forward, and generates growth, without 
any baggage of Left influence; the most Likely Budget 
will pamper the common man, keep his partners happy 
and include a few incremental reformist measures; 
while a Left-oriented Budget (God forbid) is too hor- 
rendous even to think about. 


The Ideal Budget 


The direction of such a Budget is a no-brainer. It 
should contain measures to push manufacturing sec- 
tor growth, currently hovering at around 7-8 per 
cent, up to 12 per cent, thereby increasing the over- 
all growth rate. “It will be difficult, but not impossi- 
ble, to achieve," says Rajiv Kumar, Chief Economist, 
Confederation of Indian Industry (CID. Correcting 
the inverted customs duty structure on a wide range 
of industrial items—import duties on raw materials 
and inputs are higher than those on finished goods, 
thus, discouraging value addition within the country— 
will be a good first step towards this end. 

The ideal Budget should also make it mandatory for 
all states and Union Territories to uniformly implement 
Value Added Tax (VAT) and simultaneously do away 
with the 4 per cent Central Sales Tax (CST). “It will be 
even better if the government announces a single rate 
goods and services tax (GST) at an early date to remove 
all disputes and anomalies in the central excise and 
service tax structure," says D.K. Srivastava, Director, 
Madras School of Economics. If implemented, these two 
measures will rationalise the lop-sided indirect taxes 
structure in the country and nudge the manufacturing 
sector into a higher growth orbit. 

















* Projected figures for 2005-06; ^ Actual figures for April-December 2005 
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STATE OF THE GOP Growth Inflation FDI Inflow FII Inflow 
ECONOMY 1-7.5 percent’ < 5percent $8 billion’ $10.5 billion ^ 


Richard Blum: 
Himalayan Adventurer 


S PACIFIC GROUP INVESTS IN 
i Asia and India through 
Newbridge Capital, a joint venture 
between David Bonderman and 
Blum Capital Partners' Richard 
Blum. The two first met 20 years 
ago, when Bonderman was wor- 
king with Robert Bass, but didn't 
set up Newbridge until 1994. 
Over the past 11 years, New- 
bridge has invested more than $2 
billion (Rs 9,000 crore) in com- 
panies in Asia, including Japan 
Telecom, Korea First Bank, 
mountains: Blum's foundation Lenovo, Matrix Laboratories, 
Raffles Hotel and Shenzhen 
Development Bank. But that's 
not the reason why Blum is a unique private equity investor. Rather, it's 
his deep interest in and commitment to the Himalayan region that sets him 
apart from other investors in Asia. 

Blum, whose wife Dianne Feinstein is a Senator from California, first 
visited Asia as a backpacking student almost 50 years ago. He travelled 
from Bangkok to Kathmandu, where he hired a porter and walked all over 
Nepal for more than a month, "never saw another foreigner, fell in love with 
the people, and have been going back ever since". Blum has been 
coming back for both fun and serious work. An avid trekker and 
mountaineer, Blum led an expedition in 1981 to scale the Mt. Everest. 
Thanks to his popularity in Beijing, the Chinese government had allowed 
him access to the forbidden and more treacherous side of the mountain: 
its eastern face. Blum never managed to get to the top of the formidable 
mountain, but he managed to scale a peak adjacent to the Everest at 
23,000 feet. "Since our expedition, nobody has led an expedition on the 
eastern face of the Everest," says Blum, 70. 

The man is still a keen trekker (in May this year he plans to bring friend 
and former US President Jimmy Carter to "see Nepal and meet some 
movers and shakers in the region") and makes a trip to Nepal and Tibet 
"at least once a year", but his preoccupation increasingly is the American 
Himalayan Foundation. Founded in 1979, the Foundation has invested 
about $100 million (Rs 450 crore) in the region in projects ranging 
from healthcare to education to cultural preservation. Besides Carter, 
Bonderman, Edmund Hillary and Hollywood star Sharon Stone are directors 
of the foundation. Blum, who is deeply interested in Buddhism, is its 
Chairman. Most of Blum's projects are located in a remote and dirt-poor 
part of Tibet called Mustang, but there are plans for "brand new projects 
in Bhutan", says the man who never wants to be a billionaire. It is said that 
every time Blum's net worth is close to reaching that mark, he starts giv- 
ing away money all over again. "Why does one need to be a billionaire? It 
doesn't mean anything," says Blum, who studied philosophy in Vienna. 





Moving 
has built schools in Tibet and Nepal 


25 years ago, there wasn't a (pri- 
vate equity) business. There was a 
grand total of two firms of any 
size—KKR (Kohlberg, Kravis & 
Roberts of the RJR Nabisco LBO 
fame) and Frostmann & Little in 
those days—and almost all of what 
you now consider private equity 
was much more like the situation 
you now have in India: most of it 
was owned by families. So, there 
was no career path, no such busi- 
ness. It was pure serendipity. 


And when you struck out on your own, 
Continental Airlines was your first 
big deal. 

No doubt. It did work out well, for- 
tunately for us. 


You seem to be a very modest and un- 
derstated man, Mr Bonderman. 

I don’t know about that, but is that a 
question? 


No, it's a statement. 
Ok. 


But you are also a man of paradoxes. 
Even assuming you didn't spend $10 
million on your birthday bash, it must 
have been a nice party; you don't like 
being driven around in limousines, but fly 
around in your private jet; you have a 
14,000-sq ft home on 900 acres in the 
middle of Aspen wildlife preserve, and yet 
you are an active supporter of wildlife. 
How do you manage these different 
facets of your personality? 

I don't think these are different facets 
of personality, but different facets 
of life. I would counsel anybody 
who is in a position to actually do so 
to spend some time helping out the 
climate and fellow citizens. People 
have different interests, mine happen 
to be mainly environmental. But 
other people have other interests. 
And if you are going to be a well- 
rounded citizen of the world and 
contribute to the well-being of your 
friends and family, you ought to 
be doing something more than sim- 
ply running your business. 8 
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exported by using intellectual 
capital...over the phone system 
or the satellite system. 


With so much money coming into 
India, every PE firm is scrambling to 
staff up and valuations are going 
up. Do you see funds making the 
kind of returns their investors expect? 
It’s certainly the case that valua- 
tions have gone up. It’s certainly 
the case that it’s not a huge mar- 
ket, and we haven’t seen tons 
of deals being done by foreign 
private equity firms. As the mar- 
ket matures, we'll see more 
opportunities. It's going to be a 
small market for a while. The 
advantage that big funds like 
TPG, Carlyle and Blackstone have 
is that we don't have to invest in 
India. We are available to invest 
in India, we think India is doing 
well and it's a place we'd like 
to invest in, but if there are not 
opportunities or if we think the 
pricing is wrong, we'll invest in 
China, Japan or Indonesia. 


You hired Vivek Paul (from Wipro) last 
year. What's his brief? 

Vivek, who joined us as a senior 
partner, has three briefs simultane- 
ously. First of all, he's a partner in 
TPG Ventures, our venture capital 
firm, and he has co-lead responsi- 
bilities for originating most kinds of 
consumer-oriented venture capital 
(deals). Second thing is that he cer- 
tainly knows his way around here 
and is a respected figure in India, 
and accordingly, we would hope 
and expect that he would spend 
some of his time working with com- 
panies in India, investments in India, 
along with his colleagues and others. 
Third, as former CEO of Wipro, he 
knows a lot about running busi- 
nesses, and particularly about out- 
sourcing. So, we would expect him 
to spend some of his brief in places 
that are not India at all, but which 
need the business strengths he's got 
from his previous experience. 
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How active do you expect the big firms 
like yours, Blackstone and Carlyle to be 
in India? 

Well, it’s early days in India. If 
India continues to have its econ- 
omy perform well, and if the gov- 
ernment pursues reforms and the 
infrastructure gets better, I think 
there will be lots of enthusiasm 
(about India). India is the flavour of 
the month at the moment, but it 
will not be the flavour of the 
month at all times. 


Why does the private equity industry 
need to be so secretive? 

I wouldn’t say we are very secretive, 
but these are private firms, and look 
around in India at any of the private 
firms...they are in the papers, but 
they don’t publish their accounts 
in newspapers. This is just another 
private business. 


But it's a fact that you don't win too 


many friends in this business. If 
you look at what happened at Gate 
Gourmet (workers at this London- 
based catering company struck work 
over poor pay) or Portland General 
Electric (where TPG had to back 
off following public outcry over the 
deal mechanics)...all have been 
public battles for you. 

Well, that happens occasionally, 
wouldn’t say all (the time). We 
have investments in some 60 
firms, and probably three of 
them have been in public eye, 
and usually for local political 
reasons. Most of those turn out 
fine. If you get in the political 
eye, you obviously have to deal 
with that, and which I think by 
and large is not something pri- 
vate equity firms do particularly 
well. Public firms are more used 
to that; they are in the public 
eye every day, they’ve got PR 
departments and private equity 
firms don’t. 


But do some people resent the fact 
that you guys make so much money? 
You yourself are said to have thrown a 
$10-million (Rs 45-crore) bash in Las 
Vegas on your 60th birthday in 2002. 
First of all, you’ve got the facts all 
wrong. There was no such $10- 
million bash, but... 


... Well, the figure gets quoted all over... 
Don't believe what you read in the 
press all the time. Anyway, on a 
business level, most of what we do 
goes to the people who invest with 
us, like pension funds. So, the way 
the business model works is that 
80 per cent of the profits go back to 
those who funded us. We should be 
proud of that. And obviously, peo- 
ple in our business who have done 
well have done well. 


On a more personal note, how did a for- 
mer law professor go on to become a 
savvy private equity investor? 

In my case, it was just an accident. 
When I got started in this business 
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about 15 per cent in Asia. 


But if you look at the top three funds, 
including yours, that closed last year, 
they alone raised about $4.5 billion 
(Rs 20,250 crore)... 
Yeah, that's right. 


...So, even if the estimates are off by a 
few billion dollars, that's still a lot of 





money chasing the region. 

You get that question everywhere 
and not just about Asia. Clearly, 
there's a lot of money, but if you 
think about private equity, it's really 
a very small piece of the overall in- 
vestment pie. There are now about 
130 firms that have a billion dollars 
and more in fund worldwide—thar's 
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$300 billion (Rs 1,350,000 crore) in 
funds. That's roughly the market 
cap of Microsoft. So if you think 
of private equity, it's a relatively 
insignificant number compared to 
the overall size of the markets. 


Last year was when the big guns of 
private equity, including Blackstone 
and Carlyle, came into India. But they 
haven't managed to do any big deals. 
Even Newbridge, which has been here 
longer than Blackstone or Carlyle, 
hasn't done too many deals. Obviously, 
the market isn't ripe for the $100- 
million deals you guys like doing. 

If you think about the Indian mar- 
ket in particular, there are differ- 
ences from many other places. First 
of all, the Indian government seems 
to be in two minds as to whether it 
wants to encourage foreign invest- 
ment or not. You have industries 
like retail, where foreign invest- 
ment isn't permitted (Editor's note: 
This interview took place before 
the government allowed 51 per 
cent FDI in the case of single-brand 
retailers) and industries like bank- 
ing, where it is permitted but only 
up to 10 per cent (Editor's note: In 
public sector banks). If you go to 
almost any other country in the 
world, they don't have those rest- 
rictions. That does keep down the 
size of deals. The other thing is 
that since most of the Indian groups 
are family-controlled, there isn't 
really the same opportunity to do 
full buyouts that you might see 
elsewhere. As a result, you are going 
to see more investments like what 
we did in Matrix (Laboratories) or 
some other guys (Warburg Pincus) 
did in Bharti (Tele-Ventures), where 
you take a piece of the company. 
But that does keep the size of the in- 
vestment small. But this market is 
very new, and very mature. So, I 
think that will change over time. 


In the interim, what's your strategy going 
to be? Would TPG be interested in 


funding global acquisitions by Indian 


companies? Perhaps, partner with fam- 
ily-controlled groups to help them ac- 
quire companies larger than themselves? 
I think that's one of the things that 
private equity people in general do 
well—and certainly we do. If you 
look at the deal we did with Lenovo 
in China, it was exactly the kind 
of deal you are talking about. 
(Editor's note: Last year, Lenovo 
raised $350 million or Rs 1,575 
crore in private equity from TPG, 
General Atlantic and Newbridge 
Capital to partly fund its purchase of 


IBM's PC business.) 


Does Newbridge or TPG have any such 
deals in the pipeline in India? 

I would expect so...obviously I am 
not going to comment on what they 
might be. But yes, there would be 
deals like that. 


You raised $1.5 billion for Asia, and 
obviously the fund will invest in India 
too. What sectors are you looking at? 

We always look at a number of sec- 
tors, and it varies from time to time 
and place to place, because the stre- 
ngths of different economies are 
very different. If we are investing in 
China, for example, we would pro- 
bably invest in something quite dif- 
ferent than in India. India has a lot 
of advantages, but some handicaps. 
There's a lot of smart, hard-working 
English-speaking people, which is 
why you see the growth of knowl- 
edge business here. But the infra- 
structure is actually quite lousy. 
You go to China, it's somewhat the 
other way round. They have very 
good infrastructure, but English is a 
second, third or fourth language. 
While they are smart and work 
hard, it is not the same cultural 
affinity. So, the result is in China lots 
of investment by people like our- 
selves is in hard goods...things that 
can be shipped, computers, what 
have you...which take advantage 
of the infrastructure. Come to India, 
most of the very successful 
businesses are things that can be 
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М 1983, WHEN DAVID 

Bonderman joined Texas bil- 

lionaire Robert M. Bass as his 

investment advisor, he was a 

partner in the Washington 
D.C.-based law firm Arnold & 
Porter and the only investing expe- 
rience he had was in real estate. But 
evidently Bass, founding member 
of the Oak Hill family of invest- 
ment funds and who now manages 
another investment firm called 
Keystone Inc., had an eye for talent. 
After 10 successful years at Bass 
group, Bonderman teamed up with 
James Coulter and William Price to 
set up his own private equity firm, 
Texas Pacific Group. Today, TPG 
and its affiliates—including its Asian 
arm, Newbridge Capital—manage 
more than $20 billion (Rs 90,000 
crore) in funds. Their portfolio of 
about 60 companies includes firms 
like J. Crew, Burger King, Ryanair, 


and Seagate Technologies, with com- 
bined revenues of $65 billion (Rs 
2,92,500 crore) and headcount of 
550,000 people in more than 120 
countries. In India, TPG invests 
through Newbridge, which recently 
invested $100 million (Rs 450 crore) 
in the Chennai-based Shriram 
Holdings. Earlier, Newbridge along 
with Temasek, had invested more 
than Rs 600 crore in the Hyder- 
abad-based Matrix Laboratories. In 
India recently and accompanied by 
Richard Blum of Blum Capital 
Partners, the low-profile Bonde- 
rman, 63, spoke with BT’s R. 
Sridharan about his business and 
himself. Excerpts: 


According to some estimates, a stag- 
gering $47 billion (Rs 2,11,500 crore) 
was raised last year in private equity 
funds for Asia, and half of that is 
expected to go to China and India. 


Isn't that too much money? 

l've heard that number too, but I 
don't think it is accurate. There's no 
denying that there is a lot of interest 
in the region, but the number seems 
vastly inflated. 


What in your estimate is a more accu- 
rate number? 

I am not sure I know the answer 
to that question. If you include 
strategic investments in Asia— 
which I don't, because it tends to 
include companies investing in 
plants and materials—l have a 
high number. But my sense is only 
$80 billion (Rs 3,60,000 crore) 
was raised worldwide last year in 
private equity, and clearly not 
more than half of it could be for 
Asia—it's not possible. If you look 
at the deals that were done, 50 
per cent of the deals were in the 
US, 25-30 per cent in Europe, and 
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Voltas’ Managing Director, going 
overseas is a key part of his com- 
pany’s agenda, though he explains 
that while Voltas is alright on the 
competitiveness factor, adherence to 
timelines is most critical. “For 
instance, Dubai was the most chal- 
lenging market, though we have 
managed to do well now. In the 
process, we have moved to other 
neighbouring countries,” he states. 
Even then, competing in the global 
market is an entirely different ball 
game. Titan Industries, for instance, 
has held its own, in the face of 
competition from global biggies 
on the one hand, and cheap 
Chinese rip-offs on the other. It 
has also parlayed its design skills 
into a range of accessories. How- 
ever, it hasn’t exactly been a cake- 
walk for the company in overseas 
markets. Titan Industries’ Chief 
Operating Officer (Watches) Bijou 
Kurien admits that the foray into 
the international markets was not 
easy to start with, though there 
were learnings along the way. “In 
retrospect, one of the decisive 
things was to get into the inter- 
national markets where we are 
now doing very well,” he explains. 


Mid-six To Super-six 

Most of the Mid-six companies 
have had to reinvent themselves 
to turn profitable or grow or both. 
“The Rs 107-crore loss we made in 
2002-03 changed the way we 
looked at our business,” admits 
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Sohoni. And they are part of a group 
that, as Gopalakrishnan puts it, while 
not putting down a one-size-fits-all 
"strategy for all our mid-sized 
companies" has "created an ecology 
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where it is important for an organi- 
sation to grow and renew (itself)". 
Do the Mid-six companies have 
the potential to grow into compa- 
nies such as Tata Steel and Tata 
Motors? That may take some 
doing, but some of them do seem 
to have what it takes to become 
large, profitable entities. According 
to Ambareesh Baliga, Vice 
President, Karvy Stock Broking, 
Voltas is a good story since the 
capital goods sector is on the 
growth path. “Besides, the com- 
pany has an international focus 
and a good order book position. 
The next 24 months will be good 
for the company," he opines. But 
what of the Mid-six at large? 
"From the Mid-six that have been 
identified, Titan clearly stands out. 
It has managed to move on from 
being a watch manufacturer and 
has now got into jewellery. The 
company is in a position to capi- 
talise on its retail set-up," points 
out R. Sreesankar, Head of 
Research, IL&Fs Investsmart. Tata 
Chemicals, he adds, will gain from 
its presence in the float glass seg- 
ment since it will benefit from the 
boom in sectors like automobiles. 
It just may be a good idea to keep 
an eye on these six. Coincidentally, 
Noel Tata, who could one day 
inherit the reins of the Tata 
Group from half-brother Ratan 
Tata, is on the board of two of 
the companies, Titan and Voltas. 
That’s interesting. M 
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OPPORTUNITIES & THREATS 


PLANS/TARGETS 3 - AREAS OF CONCERN 

TATA CHEMICALS 3 e 

Retain strength in the soda ash  Uncertainity in the pricing of 
segment where it is among -.. phosporic acid could affect 


the largest producers in the world. the company. 
To continue to be a big player in the Going global will entail a high 
salt segment also. . degree of cost efficiency. 


RALLIS i, 


Increase revenues from exports that Increasing competition could 





z 
5 
already account for 20 per cent lead to margins being eroded. = 
of revenues. Important for the companyto = 
continuously control costs. 2 
^ Ashok Soni 
TITAN ; Managing е Voltas 
Target а 40 per cent market share — High excise duty on branded Dubai was the most 
from the watches segment from 23 jewellery could impact its challenging market. 
per cent today. Titan also wantsto now profitable Tanishq line. In the process we 
personal accessory business. more watches could be E и die 
BN S n. neighbouring countries 


VOLTAS ; largest producer of soda ash in the 
} world and give it a toehold in the 


Target greater presence in overseas Overseas markets becoming European market. And this is the 


markets. Looking at Thailand, very competitive. company's second acquisition; in 
Vietnam and Libya. . . Finding manpower is an issue 2005, it acquired a 33 per cent 
New segments like power and since most engineers have stake in Morocco-based IMACID (the 
water will be big opportunities. opted for IT as a career. company owns rock phosphate 


mines and this deal will assure Tata 


Chemicals a steady supply of phos- 
TATA METALIKS phoric acid). Rallis India is look- 
Primary business is the manufacture ^ Operating margins could be шо мү з ic d the 
of pig iron, for which the market is under pressure, with pig iron Кутан j| amies bue The 
growing rapidly in Asia. The company prices likely to remain stable. er oim енй ye ie s 
is looking for opportunities in domestic The company has to look for the "8 about going global is that it 


З costs money (apart from the fact 
and overseas markets. right avenues to go global. that the company. doing’ so needs tó 


be globally competitive), but the 
TATA ELXSI Mid-six are sure they can handle 
that. *Going overseas is not inexp- 


Provides customised design solutions Animation and visual effects ensive," admits V.S. Sohoni, Mana- 


for a host of sectors. Way forward are markets that have long ging Director, Rallis India, *and 
will be to deliver solutions that are gestation periods. we will have to ensure that our 
innovative, with high levels of quality. And competition in the Indian growth rates here are faster 
Markets like animation and visual market in these areas is intense. compared to what we register in 
effects will be big. domestic markets." To Ashok Soni, 
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and very valuable (from the point of 
view of market capitalisation) ones, 
some other high-profile ones, but it 
will also have some companies that 
are low profile, consistent in terms 
of performance and that have what 
it takes to grow into large corpora- 
tions over time. 

“The entrepreneurial instinct is 
not restricted to just a couple of 
people in the group,” says R. 
Gopalakrishnan, Executive Director, 
Tata Sons, explaining the philoso- 
phy of the Mid-six theme. There’s 
more than just that philosophy 
behind the logic of creating the 
Mid-six; there is the cold hard 
rationale of numbers. Over the last 
four years, the three biggies in the 
Tata Group have grown by a mul- 
tiple of two. The corresponding 
number for the Mid-six—the list 
comprises Tata Chemicals, Rallis, 
Voltas, Tata Metaliks, Titan and 
Tata Elxsi—is 1.6. The group 
believes that this number could be 
higher in the coming years, which 
explains all the talk doing the 
rounds about the Mid-six. 


The Second Wave 

If there is a common thread that 
runs through the six companies, 
other than the fact that their size 
would put them in Tier-II, if all 
companies in the group were to be 
arrayed thus, it is the fact that 
almost all of them have global 
aspirations. That's only in keeping 
with the Tata Group's larger global 
strategy. From Tata Motors to Tata 
Steel to Tata Tea, almost every large 
company in the group believes that 
it has what it takes to compete in 


TATA METALIKS 





SOUMIK KAR 


R. Gopalakrishnan 
Executive Director/ Tata Sons 


"The entrepreneurial 
instinct is not 
restricted to just 

a couple of people 

in the group" 


the global market. *If you ask me 
where my market is, I will just say 
that we are present in just 35 per 
cent of the global tea market," says 
Percy Siganporia, Managing 
Director, Tata Tea, reflecting that 
philosophy. Tata Tea signalled its 
desire to go global with the 2000- 
acquisition of the Tetley brand; 
Tata Steel acquired the steel business 
of Singapore's Nat Steel in 2004; 
and Tata Motors bought Daewoo's 
truck business in 2004. Even smaller 
companies in the Tata Group have 
followed suit. Earlier this year, Tata 
Interactive Systems (not part of the 
Mid-six, and a smaller company in 
the group), an early mover in the 
e-learning space, acquired two com- 


TITAN INDUSTRIES 
2004-05 


Net Sales 1,134.66 1,047.22 
Net Profit 24.95 36.41 


! | 2,922.77 





Bijou Kurien 
COO (Watches)/ Titan 


“In retrospect, one of the 
decisive things was to 
get into international 
markets where we are 
now doing very well” 


panies, Switzerland-based Tertia 
Edusoft AG and Germany’s Tertia 
Edusoft GmbH. “We will grow by 
30-35 per cent over the next few 
years,” says Sanjaya Sharma, CEO, 
Tata Interactive, “and this could 
touch 40 per cent with inorganic 
growth.” The overseas emphasis 
makes sense because, as Sharma 
points out, “only a small propor- 
tion” of the company’s revenues 
“comes from India”. 

The Mid-six have embarked on 
a similar journey now. Tata 
Chemicals has announced that it 
will buy a 60 per cent-plus stake 
in the UK-based Brunner Mond for 
$508 million (Rs 2,286 crore). This 
will make the company the third 


VOLTAS 
2004-05 А 
Net Sal 1,441.43 1,378.71 


Net Profit 50.41 46.76 
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The Tata Group has identified six of its mid-sized businesses as the 
next big thing. Is this where the next big leap for it will come from? 


HERE’S A NEW THEME 
doing the rounds of 
Bombay House, the head- 
quarters of the Rs 80,000- 
crore Tata Group, India’s 
best-known business house. The 
strange thing is, the theme has 
nothing to do with the three largest 
companies in the group, truck and 


KRISHNA GOPALAN 


car maker Tata Motors, Tata Steel 
and IT major Tata Consultancy 
Services. Nor does it have anything 
to do with companies such as Indian 
Hotels (it runs the Taj Group of 
luxury hotels and resorts), Tata Tea 
(which owns the Tetley brand), or 
Tata Teleservices. It doesn’t even 
concern Trent, the group’s foray in 


The Mid-six: A Numerical Profile 


RALLIS INDIA 

2004-05 2005-06* 
Net Sales 584.56 496.56 
Net Profit 33.5 39.46 


Figures in Rs crore 
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TATA CHEMICALS 


2004-05 2005-06* 
3,110.22 2,764 


340.55 289 














Net Sales 


Net Profit 


^ On Feb. 1, 2006 


the area of organised retail, the next 
big thing in terms of opportunities in 
India, according to most analysts. 
Mid-six is the term that has been 
coined to articulate this theme and 
it is based on a simple premise. A 
group with 90 companies—that's 
how many make up the Tata 
Group—will have some very large 


TATA ELXSI 
2004-05 2005-06* 


164.65 


196.8 
26.29 22.78 
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n 0.16 | 27 4 | 6250 
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248.331 -0.11 | -285 4 | 12750 
13 5» Ж 24 25 

| | 
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* The 2004 rankings were published in the issue of BT dated January 2, 2005 


How To Read The Scoreboard Rank 
Rank: The composite rank of a bank 
was calculated using the BT-KPMG's 
methodology. The performance of each 
bank in FY 2004-05 on each of the 24 
parameters has also been presented. 


Size And Strength 

e Deposits: Total deposits as on end of 
FY 2004-05. 

e Average working funds (AWF): Total 
liabilities of the bank averaged over FY 
2003-04 and FY 2004-05 (minus any 
other liabilities and provisions). 

@ Net profit: Net profit for FY 2004-05. 
e Growth in PAT: Growth in Profit after 
tax from FY 2003-04 to FY 2004-05. 
e Growth in business: Growth in the 
total of non-bank deposits and loans 
& advances from FY 2003-04 to FY 
2004-05. 

e Growth in share of total deposits: 
The proportion of growth in deposits 
in comparison to the overall industry 
growth in deposits from FY 2003-04 to 
FY 2004-05. 


Operations 

e Net interest income/AWF: Interest 
earnings expressed as a percentage of 
AWF. 

e Cost of average interest bearing funds: 
The interest expended as a percentage 





CAPITAL ADEQUACY 


Capital 


-20 4.80 230 | -7.40 | 59.94 | 
23 1 15 25 8 

E 260 | -1.00 | -1.20 144 

20 п 25 20 21 

-28 -3.60 | 030 | -350 | 1166 

24 25 2 24 24 
-70 -1.20 | 030 | -2.60 | 1438 
25 2 2 22 22 

-9 -2.20 | -0.10 | -2.90 | 13.52 | 
21 23 23 23 23 


of average interest bearing liabilities 
(deposits plus borrowings). 

e Fee income/total income: Fee 
income includes commission, 
exchange brokerage plus profit on 
exchange and miscellaneous income, 
expressed as a percentage of the 
total income. 

e Asset-Liability management (ALM) 
score: ALM mismatch within 15 per 
cent for the first two time periods. 


Productivity & Efficiency 

e Business/Branch: Loans & advances 
plus deposits as reported for FY 2004- 
O5, divided by the number of branches 
in India. 

e Operating profits/Employee: Operating 
profits divided by the total number of 
employees. 

e Operating expenses/Total assets: 
Operating expenses divided by the ave- 
rage total assets for the years 2003-04 
and 2004-05 

e Operating profits/Branch: Operating 
profits divided by the total number of 
branches. 

e Cost to income ratio: Operating 
expenditure expressed as a percentage 
of operating income. 

e Retum on capital employed: Reported 
net profit divided by the average net 
worth of the bank. 


N.R.: Not Ranked in 2004 


QUALITY OF ASSETS 


Tier 1 >A Loan 
Capital et Lo 
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58.46 | 6.00 14.40 | 80.10 
1 же, | 21 15 

10 0.30 | 6190 | 93.10 
15 23 14 

9.84 5.50 0.00 | 77.70 
24 19 17 17 

1203 | 1270 | 240 | 7220 
2 23 19 19 

132 | 5500 | 199.50 | 94.70 
20 25 24 12 








Quality of Earnings 

e Interest spread/AWF: The difference 
between the interest earned by the bank 
and the interest paid by it, adjusted by 
provisions as applicable, expressed as a 
percentage of the AWF. 

e Operating profits/AWF: Operating 
profits expressed as a percentage of the 
AWF. 

e Return on average assets: The ratio of 
net profit to average total assets, as 
published by the bank. 


Capital Adequacy 

e Capital Adequacy: The capital-to-risk 
weighted assets ratio, as published by 
the bank for FY 2004-05. 

e Tier-| capital: The Tier-| capital ratio as 
published by the bank for FY 2004-05. 


Quality of Assets : 

e Net non-performing assets/Net 
advances: The sum of substandard, 
doubtful and loss on loans and net of pro- 
visions made for such loans, expressed 
as a percentage of net advances. 

@ Non-performing assets (NPAs) growth 
rate: The incremental gross NPAs 
expressed as a percentage of gross 
advances for the previous year minus 
gross NPAs for the previous year. 

@ Loan loss cover: The provisions for NPA 
expressed as a percentage of NPA. Ш 
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U Asset-Liabi lity Management 
Figures in bold in each cell are ínter se ranks 


IneBest <v BranchesBanksZ009 





Chinatrust Commercial Bank | BUS 


Abu Dhabi Commercial Bank 


Oman International Bank 5406) 
| 





] Data: The dala for the study war 
based on the published annual reports 


of banks. All the figures: used were as - 


reported for the financial year 2004-05 | 


The Universe: The ranking covers 85- 
scheduled commercial banks that had 


provided their annual reports for: the 


financial year ended March 31, 2005, 
. at the time of conducting the study.: 
e Some banks have been. excluded: 
from the study due to the с losure/merger 
` of their Operations in India. 
-Sumitomo Mitsui Bank's Indian 
operations were acquired by Standard 
- Chartered Bank 
-Credit Lyonnais merged with Credit 
Agricole to form Calyon Bank 


-ING Bank has not been included in 


the study, consequent to the ING Group · 
ncreasing its stake in Vysya Bank and 
ING: Bank's management decision to 
close its operations in India 
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* Non-Performing Assets 


SIZE AND STRENGTH 


Net Growth 
Profit {п PAT 


-8.93 
19 


| ® Some banks have been excluded: 
| from the study due to incomparability of 
their financial. statements with other 
. banks as a consequence of differing 

.. petiods of statement l 
-Yes Bank has been excluded from the AS nee 
study since its financial statements are The Ranking: The composite rank for quum 
for a period of 18 months thus making. 


comparisons with other banks infeasible 
“АОВ! Bank has been excluded since 
post the merger of IDBI and IDBI Bank, 


ithe financial statements of the entity are > 
ога period of six months only, making: 


comparisons with other banks infeasible 


The Ranking Process 


The BT-KPMG ranking study consists of 
Six key categories of parameters: 

e Size and Strength 

e Operations 

e Productivity & Efficiency 

e Quality of Earnings 

e Capital Adequacy 


ө Asset Quality 


We have grouped the banks in two 
groups based ori their points of presence 


in order to have a comparable pool. 


Accordingly, the study has grouped 


banks with five or less branches to pro- 


Deposits, Average Working Funds, Net Profits, Business/Branch, Operating 
Profit/Employee and Operating Profit/Branch are in Rs crore 
















Wide. a ‘comparable pool of: bans in 

terms of point of presence and busik ^ 
“ness volumes. Thus, there is one set of. — ^. 
. rankings for 60 banks and one for the. < 

25 banks with five or ess branch banks, _ En. 


each bank was arrived at by combining 


its ranks on each of the 24 parameters, — 
using a weight for each parameter. - 


The Computation: To compute a 
bank's total score, it was assigned a 


score for each of the 24 parameters, 


based on its ranks on the parameter; 
For each parameter, for the banks 
with more than five branches, a bank. 


with a rank of 1 earned a score of 60 


(as there. are 60 banks in the - 
comparison set), а rank of 2 earned... 


a score of 59 and so on, down to the. 
rank of 60, which earned a score = 
“of 1. The score under each parame: 


ter was then multiplied by the 


 weightage assigned to that 
parameter. The results were. oe 
aggregated to compute each bank's 
¿total score, on the basis of when. E 


the final ranks v were е assigned., | 
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mercan Express Bank 


entral Bank of India 


: Bank of Rajasthan 
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Lakshmi Vilas Bank 
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Sangli Bank 





Ganesh Bank 





2 Asset-Liability Management + Non-Performing Assets 
Figures in bold in each cell are inter se ranks 





IheBestBanksZUU 


SUE AND STRENGTH 


Net 
Prolit 

















Growth 























Deposits, Average Working Funds, Net Profits, Business/Branch, Operating 


Profit/Employee and Operating Profit/Branch are in Rs crore 





Ty & EFFICIENCY PITAL ADEQUACY 









































dated January 2, 2005 N.R.: Not Ranked in 2004 Y See How We Ranked 


* The 2004 rankings were published in the i 





































BANK 


State Bank of Bikaner and Jaipur | 
Centurion Bank 

Karur Vysya Bank 

Kotak Bank 

Tamilnad Mercantile Bank 
Nainital Bank 


State Bank of Indore 





Indian Bank 

State Bank of India .433 pu 
Bank of Baroda 

Stata Bank of Hyderabad 31 g» 


United Bank of India 

ВР Paribas 

The Jammu & Kashmir Bank 
State Bank of Saurashtra 
Federal Bank 

Syndicate Bank 

ty Union Bank 
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Make market volatility work for you 


"Markets can remain irrational 
longer than you can remain 
solvent" ~ John Maynard Keynes 


"Markets are constantly in a state 
of uncertainty and flux and 
money is made by discounting the 
obvious and betting on the 
unexpected" ~ George Soros 





Since the breakdown of the Bretton 
Woods agreement in the early 1970s, 
currencies of the major industrial 
nations have fluctuated wildly in 
response. to trade imbalances, 
interest rates, commodity prices, war 
and political uncertainty. And the 
scenario is no better today. Global 
currency markets have exhibited an 
inane attitude to swing from one end 
to the other, dependent on data 
release in the US, China, Japan and 
other major economies. Will the US 
Dollar strengthen or weaken in 
2006? What is FED's "neutral" policy 
rate? Will China embark upon further 
revaluation of its currency or wait for 
significant interest rate reforms 
before. doing so? 15. the Japanese 
economy on the path of revival? Will 
ECB increase interest rates ог 
continue to be in a pause? These are 
the questions experts are trying to 
find answers to. 


` This inherent uncertainty. of the 


currency and interest rate markets, 
make timing crucial. As they fluctuate 
constantly, timing of trades is critical 


to capture the opportunities and 


“and 





weed out the risks: Thus, specialized 
services need to be provided to 
corporates with respect to timely 


market information that.will be vital | | 


for them in deciding on the best time 
to trade. This is best done by experts 
with years of exposure to. these 
markets who understand. the 
patterns in the chaotic movements, 
can navigate through the risks 
also. create profit-making 
opportunities. Adequately backed by 
fundamental and technical research, 
Kotak Mahindra Bank's treasury is 
aptly suited for this purpose and 
corporates can now make currency 
and interest rate fluctuations work 
for them. 


Kotak Mahindra Bank with its 
integrated treasury setup. (covering. 
foreign -exchange,. money markets, 
fixed income, securitization and 
derivatives) offers its corporate clients 
a fruitful interface. with the markets. 
With periodic SMS updates on 
currency and interest rate movements 
provided by their dedicated. team of 
dealers, clients are never really away 


from market action. The expert daily 
technical analysis updates titled 
“Kurrency Moves" helps keep 
corporates in. readiness for benefiting 
from short-term as also long-term 
price swings. The Bank has a team of 
economists who periodically send out 
research material to clients covering 
monetary and fiscal developments in 
India. aswell as іп major global 












economies and its likely impact on 
interest rate and currency markets. 
Depending . on the corporates’ 
requirements, the derivative 
structuring. team always stands in 
readiness to customize structures 
that help protect the client from the 
risks of being exposed to currency 
and interest rate movements. And 
Kotak always stands committed to 
offer clients the most competitive 
rates for treasury transactions. The 
capability of the treasury personnel is 
further enhanced’ by state-of-the-art 
treasury software that enables them 
to price and value the most complex 
and exotic derivatives, securitization 
and other transactions. The Bank also 
has reputed correspondents 
worldwide . supplementing : their 
delivery capabilities. These strategic 
relationships help in providing quick 


` remittance facilities and efficient 


trade finance services. 
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back in 1994 by the Reserve Bank of 


iode korean: о, 
Scoping онан tot UND HABERE 
Bank shifted to the middle end. This state of affairs contin- 
ued quite comfortably till 1999. That year, promoter Ahuja - 
decided to merge Centurion with TCFC, a move that took the _ 
bank's assets to over Rs 3,000 crore. The merger did a few 
good things for the bank, Dut unto ом. 
unpleasant things as well. fé 

"Among the acvariagas ofthe move ses that t brought 
the knowledge of asset-backed finance, especially the retail 
loan concept, to the bank. Second, the merger increased the 
branch network by adding 40 marketing offices of TCFC to 
the 30 existing branches. Then, the bank picked up valuable - 
ips in areas like two-wheeler loans, vehicles 
and construction equipment businesses far ahead of its 
peers, and strengthened its presence in the southern market. 

In September 1999, Centurion also made à suc- 





ships or otherwise," says Bhandari. 

Centurion Bank has also pioneered the concept 
of UBO or universal banking officer. *uBOs are 
trained to generate leads for multiple products like 
auto loans, MF schemes or home loans," says Vig. 
Another novelty: cross-selling among different busi- 
ness segments. Says Executive Director Asokan, 
who looks after corporate banking: “When we get 
à corporate customer, we try to sell products like 
Keyman policies, general insurance, MF schemes, or 
forex for travel abroad." 

Given the changing financial landscape, with new 
foreign players like DBS, Temasek and Newbridge 
Capital entering through the NBFC route, is Bhandari 
worried? Not really. He points out the bank’s obvious 
strengths in two-wheeler and commercial vehicle 
financing. *Two-wheeler financing is tough to do. 
Operating costs are high and access to low-cost funds 
is also very difficult," he says. This might hopefully 
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Ву 2000, the bank's depositor base had crossed the 
vimine erogare 





ап Bank's history touched its 
nadir. Net NPAS on а 180-day basis was 7.5 per cent and 
capital adequacy was 1.9 per cent. It was around this time 
that RBI stepped in and advised Ahuja to quit. The rest, 
as they say, is history. © 


deter quite a few of the new entrants. 

For Centurion, at the branch level, the strategy has 
been to target ‘mass’ funds, with its core customer 
base being people with between Rs 8 lakh and Rs 17 
lakh in assets. “The ‘idea is to target the hard-core mid- 
dle class customer,” points out Bhandari. This partly 
explains the kinds of retail segments the bank has cho- 
sen to be in. Then, there are new areas to be explored. 
“Wealth management is a serious opportunity for us, as 
Indians become financially more mature,” says Bhandari. 

With 3,500 employees and 2.2 million customers, 
Centurion Bank i is now clearly on a growth trajectory, 
with several new initiatives underway. Chief among 
them are an asset reconstruction company, a BPO 
(business process outsourcing) business and its own 
credit card. Obviously, the worst is behind it and it’s 
looking at new peaks to conquer. 

For a bank with a market capitalisation of 
Rs 3,000 crore, the only way to go from here is up. 8i 
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continues, but has been reduced to 70 per cent. 

Today, Centurion Bank is the best capitalised bank 
in the country with an embarrassment of riches. Its cap- 
ital adequacy ratio is at 21.42 per cent, net profits, at Rs 
25 crore, net worth at Rs 468 crore and net NPAs at 2.5 
per cent as of March 2005. 

Under the helm of Talwar, the bank is on a fairly 
dramatic turnaround trip, reaching quite a few mile- 
stones at breakneck speed. The interest spread it has, 
for instance, is the highest at 4.5 per cent, vis-à-vis HDFC 
Bank's 3.2 per cent and icici Bank's 1.8 per cent. 
The private sector bank also boasts the highest net 
interest margin of 5.8 per cent in March 2004-05. 
"The high interest margin was largely because of the 
retail nature of our business. But we also wanted to 
increase the fee-based income of the bank," says 
Bhandari, who has sewn up dozens of alliances in 
the last one year for his bank. Centurion today sells 
products of over two dozen mutual funds, markets life 
insurance policies of Aviva Life Insurance, general 
insurance products of ICICI Lombard, and has an 
e-broking tie-up with IL&FS Investsmart. 

Retail business doesn't happen through branches, 
says Bhandari, who has over 24 years of experience in 
Citibank, ICICI and HDFC Bank behind him. “We have 
2,500 people who sit in about 1,500 two-wheeler 
dealer offices at about 700 locations all over India. They 
generate our business leads,” he says. 

In fact, Centurion is a bank with no promoters. It is 
managed by independent professionals like Vivek Vig, 
Anil Jaggia and A. Asokan, all bankers who bring with 
them the hard-won lessons of two decades spent in 
banks like Citi, Credit Lyonnais and ANZ Grindlays. 

In the two-wheeler segment, Centurion Bank is 
only next to HDFC Bank and icici Bank, selling 40,000 
two-wheeler loans a month. In fact, its retail portfolio 
is heavily skewed towards the two-wheeler, commercial 
vehicles and construction equipment financing sectors 
(which together comprise over 60 per cent of its retail 
portfolio), but Vig, Country Head (Retail) at Centurion, 


TWIN ENGINES OF RETAIL GROWTH 
WEALTH MANAGEMENT — — RETAILFOCUS 


Focus on the upwardly mobile 
Target NRIs 
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"The incremental book in the personal loan, 
mortgages and wealth management areas is 
growing rapidly in the current year" 





defends this: *The incremental book in the personal 
loan, mortgages and wealth management areas is grow- 
ing rapidly in the current year." 

Centurion Bank was among the top three banks 
in terms of its growth in total assets in 2005, which 
at 29.9 per cent was next only to uri Bank (56.3 per 
cent) and ICICI Bank (33.9 per cent), though experts 
point out that the base was small to start with. 
Size, however, is unlikely to be a constraint for 
Centurion Bank, as inorganic growth is also part of 
its strategy for the future. 

In June last year, Centurion lapped up the 10- 
year-old private sector Bank of Punjab, a fairly 
strong player in North India. *The 
merger with Bank of Punjab has brought 
new business lines, especially in its SME 
(small and medium enterprises) portfo- 
lio, and increased our low-cost retail 
deposit base," says Bhandari. The branch 
network has shot up from 100 to 240 
and ATMs from 157 to 388, even as it 
spreads into 122 cities. 

Post-merger, Centurion's total bal- 
ance sheet crossed Rs 10,000 crore, with 
deposits reaching Rs 8,500 crore. *We 
are looking at ways of scaling up the 
SME business, either through partner- 
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By March 2002, Centurion 
Bank had managed to push its cap- 
ital adequacy ratio to the alarm- 
ingly low level of 4.16 per cent 
against RBI's stipulated 9 per cent for 
commercial banks in the country. 
The immediate cause was the 
debacle of the Rs 128-crore rights 
issue the bank had floated in early 
2001, but the disaster had been in 
the making for a while—since 
1999, in fact, when Ahuja chose 
to merge Centurion with his own 
NBFC. March 2002 was just the cul- 
mination, Non-performing assets 
(NPAs) soared to Rs 101 crore, cor- 
porate advances deteriorated by 20 
per cent to Rs 1,626 crore, and 
the bank slipped into the red with 
net losses of Rs 162 crore. 

One month after the abysmal 
results were announced, promoter Ahuja was quietly 
sent packing, and V. Janakiraman, ex-Managing 
Director of the State Bank of India, stepped in as care- 
taker under the overall supervision of RBI to try and 
work out a revival strategy. 

It was a tall order. By March 2003, the bank’s 
capital adequacy had plunged further to an unimagin- 
able 1.95 per cent, with NPAs climbing to Rs 104 
crore, Advances sunk by 20 per cent to Rs 1,314 
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Centurion Bank In Numbers 
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crore, although net losses were contained at Rs 25 
crore. The Centurion scrip had became ‘untouchable’ 
on Dalal Street. 

Meanwhile, Janakiraman was busy trying to convince 
prospective investors to recapitalise and rescue the 
beleaguered bank. Finally, towards the end of April 
2003, Janakiraman’s efforts paid off. A new suitor was 
found in Sabre’s Rana Talwar (once the global СЕО of 
Standard Chartered) that entered the fray with much fan- 
fare and enough funds to turn around the loss maker. 

Talwar’s recapitalisation proposal, the first ever 
for a private sector bank, was a Rs 319-crore credit line 
extending over a period of two years. With this back- 
ing, the bank soon hit the road to recovery, though 
financials remained under pressure for a while. Capital 
adequacy struggled at 4.41 per cent; NPAs continued to 
swell, touching Rs 130 crore; while net losses were at 
Rs 105 crore by March 2004. 

None of this seemed to faze the 56-year-old Talwar, 
who confidently declaimed while announcing the 
bank’s 2003-04 results that “The excitement begins 
now.” He obviously had what it took to pull it off. 
Having promised to bring net NPAs down to 3 per 
cent by the year-end, Talwar and his team went ahead 
and did just that. “When we took over, we realised that 
Centurion Bank had a very strong asset engine. It had 
the ability to generate a large quantity of assets. On the 
downside, it had poor capital, deposits and systems, but 
the strong retail assets made up for it,” says Shailendra 
Bhandari, Managing Director & CEO. As of March 
2005, the bank’s portfolio was more retail-heavy than 
that of any other bank in the country, accounting for an 
80 per cent share. Post-merger, this retail focus 





INVA INVNId Aq SOIH4YMO 


PARTNERS ACROSS BORDERS 


\ ا60‎ & эе 307 ану. 
0 n б ++ Р - N EU му 5 РУУ 
Pal eod oe es T as Eb RES ETT. 


In five years, 
we carried the Flag 
to twenty-five Exploration & Production (E&P) Assets 
around the World. 
Investing knowledge, skills and funds. 
Creating Wealth. Sharing Prosperity. 
Making Friends. 


ONGC. Celebrating India. 





| eve MES, ӨТРС 9 „з. 





bt 


HEADED 


Starting with a bunch of problems, Centurion Bank of Punjab is now a 
classic turnaround story. The only way to go is up. ANAND ADHIKARI 
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Managing Director & CEO Bhandari: The idea is to target the value-conscious middle-class customer 


LL IT TAKES IS SIX YEARS AND ONE BAD DECISION. corporation or NBFC), was granted an RBI (Reserve 
After six years of building assets, it took Bank of India) licence in 1994 to found Centurion Bank 
one rotten apple just a few months to bring іп association with Keppel Bank of Singapore, it was a 
a good bank to its knees. When Devendra time when new generation private sector banks were just 
Ahuja, who ran 20th Century Finance beginning to bask in the liberalisation sun. Centurion, 
Corporation (a non-banking financial however, chose to seek the shade. 
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incentives on offer, SMEs still suffer some discrimination. 
They pay an interest rate that’s at least 2 per cent 
higher than what the large business houses pay (see Big 
Is Still Beautiful). “But this will change once the 
practice of rating SMEs is institutionalised. I expect 
AAA-rated SMEs to get loans at PLR,” says M.A. Shah, 
General Manager, J&K Bank. 

There are some other dark clouds on the horizon. 
Interest rates are hardening once more, and this is ex- 
pected to hit sMEs, which don't have access to 
alternative sources of funds, harder than their bigger 
counterparts. “Their cost of capital will go up,” accepts 
Brijesh Mehra, Head (Wholesale Clients), ABN AMRO 
Bank, *but businesses always factor these things into 
their plans. The managements of SMEs will obviously 
do the same. So, I don't see any scope for any 
disruption due to this." 

SMEs today represent, arguably, the most im- 
portant, albeit widely dispersed, segment of India's 
corporate value chain. And so long as the economy "Their cost of capital will go up, but businesses 
continues to canter along at 7-8 per cent per annum — ЖЕЕ ЕН ШАША: into their plans. 
and more, bankers will follow in lock step to share in ЖШ TIRES Ж И eu for any disruption due 
its prosperity. The beggar maid of yesterday has truly BRUM 
emerged as today’s new royalty. 8 

ADDITIONAL REPORTING BY ANAND ADHIKARI 


WV» NINDnOS 















SBM 


...banking that is completely in progress 


Since our inception in 1913, we have always 
been about values, trust and customer-centric 
banking. As proven by our progress over the 
years, growth with consistency has been the 
hallmark of our performance. Adapting well to 
changes-both financial and technological - in 
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past. A happy confluence of an uptick in the for- 
tunes of the SME sector and the use of sophisticated 
credit appraisal tools—like scoring models which take 
into account financial as well as non-financial data to 
arrive at the creditworthiness of potential clients 
from the sector—has led to a win-win situation for 
both parties. “NPAs in the SME sector for most private 
banks are very low, and are currently in the range of 
0.5-1 per cent only,” informs Chandok. 
“Independent rating agencies such as NSIC 
(National Small Industries Corporation) and SMERA 
(SME Rating Agency of India) help SMEs with higher 
ratings access funds on better terms than others," says 
Munish Dayal, President, Business Banking, Yes 
Bank. For example, an SME with a grade of 1 (the 
highest rating for SMEs on a scale of 1-8) can get 
loans at PLR (prime lending rate) minus 2 per cent. An 
SME with a grade of 4 (the lowest creditworthy 
"The SME segment is seriously profitable. It level), on the other hand, will be charged PLR plus 3 
АООТ Per cent. Union Bank goes a step further. “The 
RUC ED SIDES Customer with the highest CRISIL and SMERA ratings 
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cent per annum.” Varghese. The second highest rated company gets a 


quarter per cent discount. 
But despite the improved record and the slew of 
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But it’s also not the easiest business 
to handle. “SME lending calls for a 
certain amount of specialisation. 
Banks need to develop an 
understanding of their clients’ needs. 
But once you get the basics right, 
things fall into place as these 
relationships are of a continuing 
nature and the margins are so much 
better,” says Arvind Jain, Head, 
Credit, IndusInd Bank, where loans 
to SMEs account for nearly 60 per 
cent of its total Rs 5,500-crore 
corporate loan portfolio. 

A vast range of financial 
products and services are now also 
available to this sector. SMEs can 
now deal in treasury products such 
as derivatives, which were previ- 
ously available only to large 
corporates, and can also avail of 
new technology platforms with 
e-payment options, which till 
recently were prohibitively expen- 
sive, and, therefore, unaffordable. 
“Loan approvals have also become 
much easier too,” says Manish 
Kothari, Senior Vice President and 
Business Head for sMEs, Kotak 
Mahindra Bank. “A reasonably 
good quality small or medium com- 
pany can get a loan in a month. 
Five years back, the entire process 
from application to disbursement 
would have taken around three 
months even for a Rs 200-crore 
company,” he informs. 

Traditionally SMEs accounted 
for a very high incidence of banks’ 
non-performing assets. Precise fig- 
ures are not available, but bankers 
say it was unacceptably high even a 
decade back. This, in fact, explains 
the reluctance of bankers to deal 
with the sector earlier. Conse- 
quently, the government had to 
bring small scale industries 
(SSIs), which account for a fairly 
large majority in the SME universe, 
under the priority sector lending 
norms to force banks to lend 
to them. These norms still apply 
to ssis. But the diffidence in dealing 
with them is clearly a thing of the 


“A reasonably good quality company can get 
a loan in a month. Five years back, the entire 
process from application to disbursement 
would have taken around three months even 
for a Rs 200-crore company” 





an incremental Rs 4,000 crore being added to the SBI 
bottom line over the next three years; at the higher end, 
the figure rises to Rs 5,000 crore. No wonder bankers 
of all hues are falling over themselves to grab a larger 
slice of this pie. SMEs currently account for about 35 per 
cent of sBi's asset book. 

But profitability and margins are only one side of the 
story. There are other operational reasons for the 
banking sector's renewed love affair with the SME 
sector. About three to four years ago, banks discovered 
that they were flush with funds but their preferred 
customers, the large corporate houses, weren't 
particularly keen to borrow. India Inc. found it easier 
and cheaper to raise money—both equity and debt— 
from the Indian and global capital markets. That was 
around the time when bankers started looking at the 
SME sector as an alternative destination for their funds. 

It helped that small and medium companies had 
cleaned up their act over the previous decade. Many 
individual companies in this segment were not actually 
small any more; some of them boasted turnovers of Rs 
100-500 crore. And the sector seemed set to benefit 
from a long-term trend—outsourcing of work both 


"SME lending calls for a certain amount of 
specialisation. Banks need to develop an 
understanding of their clients' needs. But 
once you get the basics right, things fall 
into place” 





from within and outside India. “Large corporates 
want to keep their inventory levels and workforces thin 
and slim. So they resort to outsourcing, whether for 
their back office operations or for frontline produc- 
tion," says an SBI official. “This alone can keep several 
SMEs in fine fettle for years.” 

Today, the SME sector is the second largest employer 
(after agriculture) in the country and the biggest 
producer of consumer goods both for domestic 
consumption as well as for exports. Most of the big 
exporters of cotton yarn, textiles, clothing and gems 
and jewellery are SMEs. Says Chandok of icici Bank: 
“Broadly speaking, SMEs contribute 35-40 per cent of 
both exports and the country’s gross domestic product. 
The sector is growing at more than 10 per cent per 
annum; and is likely to maintain this rate of growth in 
the foreseeable future.” 

Little wonder then, that in 2004-05, the SME sector 
accounted for a 12 per cent share of the total credit 
disbursed in the country; five years ago, in 1999-2000, 
the figure was still in single digits. It is 
also much more profitable than the much more high 
profile retail lending segment and not half as risky. 
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Small and medium enterprises, long treated by bankers as . 
Step-children, are now eing wooed by almost every bank worth its — 
name. And things are expected to get better with each passing day. p 
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` after princess. The post-reforms Indian economic 
landscape is filled with instances of ugly ducklings 
turning into beautiful swans and vice versa, but seldom 
_ has banking sentiment towards an entire segment— 


. spanning almost the entire industrial spectrum-— Why are banks focussing on SMEs? 


shown such a dramatic and broad-based turnaround. Changing market dynamics are making them 
The reason is simple: there’s lots of money to be attractive to banks 


made from SMEs. Cherian Varghese, Chairman, Union — Government and RBI pushing for SME funding in 
Bank, says the SME portfolio of the banking sector as urban and semi-urban areas. 


а whole gives 1-1.5 per cent. higher returns than the ы Large corporates are accessing funds directly from 
< more pampered large corporate segment. “The SME capital markets. 
. Segment is seriously profitable; in absolute terms, it ш SMEs have emerge Aa 5 big. Р мер an nd 
.. gives margins of 2-2.5 per cent,” concurs Vijay exporters of consumer goods - 

.Chandok, General Manager, Small and Medium — we Е 
ıı Enterprises, ICICI Bank. ш [шо ате ere of quality, - 
`. The country’s largest bank, the State Bank of „Кесип SEINE ang costs. ^. De 
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‘that’s massive. At this rate, we'll add another — ... corporatės unus - е 
Rs 1,00,000-crore of SME assets over the next three — 8 Sector growing at over 10% per annum -—-— 
years,” says a top official of the bank. At thelowerend — m Large corporates are increasingly outsourcing : 
of the profitability scale (2 per cent), that translates into work to SMEs 
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faster than that,” is how Kochhar puts it. 

The foreign banks, meantime, too want a part of the 
action, but they have to bid their time, although last 
fortnight reports surfaced about Citibank having sent 
a proposal to RBI, showing interest in the troubled 
Ganesh Bank. Also Australia and New Zealand (ANZ) 
Banking Group is reported to be contemplating a re- 
entry into India (after selling its operations to Standard 
Chartered six years ago), by possibly buying into 
IndusInd bank. Both Citi and IndusInd declined to 
comment on the opportunity for M&As. That may 
well be because RBI has chalked out a roadmap to 
2009, which will allow foreign banks to acquire stakes 
in domestic ones in a phased manner (currently foreign 
banks can go up to 49 per cent in private ones, and only 
up to 20 per cent in PSUS). The FM, however, appears 
more enthusiastic about consolidation than a cautious 
RBI (which wants to give Indian private banks more time 
to shape up), and it remains to be seen whether the 
2009 date is advanced at a time when foreign direct 
investment is becoming a burning priority. 

Perhaps worn out by the rather long wait, foreign 
bank honchos sound lukewarm about the prospect of 
acquisitions. “RBI has a clear roadmap for the Indian 
banking sector and we are accordingly focussing our 
strategy towards well-rounded organic growth in both 
our corporate and consumer businesses by leveraging our 
deep local understanding and global presence," says 
Sanjay Nayar, CEO (India) and Area Head, Citibank. 
Standard Chartered has been relatively more in the 
thick of the action, having acquired two branches of 
Sumitomo Mitsui Banking Corp. towards end-2004, and 
prior to that Bank of America's retail banking portfolio 
as well as Grindlays in India. “In the short term, we are 
looking at more such opportunities," points out Neeraj 


"We are looking at opportunities within the 
foreign bank fold in the short term” 





‘UBI was seen as a bridegroom. | would not like 
to remain a perpetual bridegroom, and | hope 
something happens” 





Swaroop, CEO (India), Standard Chartered. 

The Indian banking sector would do well to take a 
look at the pace of consolidation in the rest of Asia. 
South Korea began its second round of consolida- 
tion in 2001, and that’s helped its banks to improve 
their credit rating by creating economies of scale and 
scope, even as they reduced financing costs, and did 
away with duplication of investments in IT. In Japan, 
the once very crowded domestic banking sector has 
undergone significant consolidation, which has re- 
sulted in the emergence of five key banking groups. 
These banks now hold approximately 46 per cent of to- 
tal bank deposits in Japan. Similarly, the Malaysian 
banking industry has brought down the number of 
banks from 55 to 10 and is poised to enter its second 
phase of consolidation. This will involve mergers be- 
tween banks and their finance company subsidiaries. 

If there’s one stumbling block to India following 
down the same path, it’s the unions. Although FM 
P. Chidambaram has assured that no retrenchment 
will take place and there will be effective redeployment, 
people like Sarkar of the All India Union Bank Officers’ 
Federation aren’t convinced. “Successful redeploy- 
ment is not possible,” scoffs Sarkar. His other fears 
include clashes of culture, narrowing down of career 
prospects and stagnation on the promotion scale. The 
challenge, though, is for the managements and pro- 
moters (who are the government in many cases) to 
recognise the benefits of consolidation, and convince 
their employees about those advantages. If they fail to 
do that, the realities of the marketplace might show the 
way. As G. Sankarnarayanan, Senior Vice President, 
Indian Banks Association (ІВА), points out: “Even if two 
stakeholders don’t agree, the market will force them.” 
Hopefully, it shouldn't come to that. 8i 
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seminar: “Banks still have to work on this.” 

Thorat’s dead right. According to a Morgan Stanley 
study, in 1997 India had 58 banks, excluding for- 
eign bank subsidiaries and regional rural banks. Now 
compare that figure with Malaysia, which had all of 54 
banks eight years ago. The figure at the end of 2004: 
Just 10. That's one reason why the top five banks in 
Malaysia control three fourths of the assets in that mar- 
ket, up from 58 per cent in 1997. In India, however, 
the asset share figure barely inched upwards from 41 
per cent to 43 per cent between 1997 and 2004. 

If you're wondering about the merits of such 
rationalisation, well there are many compelling ones: 
One, there are just too many banks competing for 
the same share of the pie, which may be growing rap- 
idly today, but that growth rate will some day in the not 
too distant future whittle down as the base factor 
comes into play. Two, if Indian banks want to arrive on 
the global map and compete on a global level, they need 
to develop size fast, as barring the top few, none features 
even in the global 300. Inorganic growth via mergers is 
one way to develop that size. From the capital point of 
view, a merged entity will be better placed to meet the 
Basel II norms, to invest in technology and to penetrate 
deeper on a regional basis. Customers, in turn, will ben- 
efit via lower transaction costs, as the merged banks gain 
from economies of scale. The bottom line: With banks 
becoming more efficient on the distribution, technology 
and capital fronts, they will be a lot safer. 

Consolidation will also help Indian banks spruce up 
on the profitability front. Although return on assets— 
a key measure of a bank's profitability—has improved 
from 0.6 per cent to a little over 1 per cent between 
2000 and 2004, it's still below the global benchmark of 
1.5 per cent. Return on equity too is a couple of 
notches below the global norm (18 per cent as against 
20 per cent-plus). 

Indian public sector banks, for their part, appear to 
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aster than that 
Chanda Kochhar, Executive Director, ICICI Bank 
have recognised the benefits of consolidation. Quips K. 
Cherian Varghese, Chairman & Managing Director, 
Union Bank of India (081): “UBI was seen as a bride- 
groom; I would not like to remain a perpetual bride- 
groom, and I hope something happens.” Varghese 
agrees that consolidation is an attractive proposition and 
a lot of opportunities do exist. In fact, a merger proposal 
with Bank of India was blueprinted, but nothing's 
come of it yet thanks to opposition from the most 
likely quarters. *We are opposing the merger as we do 
not see the need for it," says P.K. Sarkar, General 
Secretary, All India Union Bank Officers’ Federation. 

Yet, with consolidation having the blessings of the 
Finance Minister and the central bank, the feeling 
amongst industry circles is that the inevitable can only 
get delayed, not shelved. Already whispers of mergers 
proposed along regional lines can be heard in bank cor- 
ridors. For instance, there's talk of uco Bank and Ubi 
Bank, both of which have their headquarters in Kolkata, 
along with possibly Allahabad Bank, being merged 
into a single entity. Similarly Indian Overseas Bank and 
Indian Bank in the South could be amalgamated. But 
what looks the most probable is the merger of sBi's seven 
associate banks into the parent. 

The private banks, for their part, are on the look- 
out for potential targets. HDFC Bank СЕО Aditya Puri 
agrees there are too many banks chasing the same set of 
customers, which is resulting in piecemeal bits of the pie 
for each player. Chanda Kochhar, Executive Director, 
ICICI Bank, doesn't have any targets on her plate, but 
that doesn't mean she will let opportunity pass her buy. 
"Organically we are growing very fast, at more than 35 
per cent on a year-on-year basis, but we will still seize 
the first opportunity that is large enough for us to grow 
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...Which is reflected in the low level of asset 
share of the top five banks 
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“TATE BANK OF INDIA: (BD MAY BE NOWHERE 

"WEM near the top of the heap of this magazine’s 

< Best Banks survey—it’s somewhere down 

there at #29, albeit an improvement over 

the previous year's #36—but as far as size 

goes, SBI is easily numero uno by far (un- 

D fortunately there's no Br-KPMG award for the largest 

—bank this year). After all, with a deposit base of 

.. Rs 3,67,048 crore as of March 2005, sBi—minus its 

associates and subsidiaries—is head and shoulders 

above the rest of the Indian banking pack, Punjab 

. National Bank coming in a distant second, with a 
deposit base of a little over Rs 1 lakh crore. 

vo Now consider SBI on the global stage, and sud- 

-. denly it doesn’t appear that large anymore. If you go by 

= е 2005 study of The Banker, the Indian behemoth just 

. about makes it to the list of top 100 banks of the 

"world, with a #93 ranking. The good news for А.К. 

ıi Purwar, Chairman, SBI, of ош is that his is the 















M&As have yet to take "T in 1 India... 


levels. 


rom 1997 








Rather than a large number of small banks, India needs to have a 
E small number of large banks. That calls for a change in mindset at 
public sector banks and liberalisation of investment norms for - 
foreign ones. AHONA GHOSH —— 


only кайы to on in The Banker’s top 100. If 
Indian banking is today at the crossroads, it's not: 
because there aren’t enough of them going around 


(there were close to 300-of them at last count, including 


foreign, psu and regional banks). The problem i is there 
aren’t enough of global scale and size going around. And 
that’s one reason why India remains an over-banked, 
under-serviced market. As Malcolm Knight, General 
Manager of the Basel, Switzerland-based Bank for 
International Settlements (Bis), an international organ- 
isation that fosters international monetary and financial 
cooperation, puts it: “India’s banks must realise they 
have to be able to compete with foreign banks (glob- 

ally).” That clearly calls for a frenetic bout of mergers 
& acquisitions (M&As), with public sector banks either 
merging or acquiring their state-owned counterparts, 
and foreign banking groups being allowed to acquire 
local banks. But as Usha Thorat, Deputy Governor, 
Reserve Bank of India, pointed out recently at a FICCI 
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faster? Strategies may therefore in- 
volve targeting markets that are difficult 
to penetrate for other bank groups or 
taking pre-emptive action in existing 
markets that may be targeted by new 
entrants. An example of the former is 
that of public sector banks tying up 
with micro finance institutions as well 
as expanding their presence in smaller 
towns. An example of the latter is 
State Bank of India’s (SBI) advertising 
campaign that seeks to educate Indian 
consumers on the products and services 
offered by the bank. The communica- 
tion attempts to emphasise SBI’s 
innovativeness and service quality— 
areas that are normally considered to 
be the characteristics of private sec- 
tor and foreign banks. 

The desired positioning that the 
player wishes to reach over, say, the next five years, 
would then need to be translated into a strategic ac- 
tion plan. However, given the potential for consoli- 
dation in 2009, this plan would need to have two 
components—organic and inorganic, both of which 
need to be complementary to each other. This means 
that each plan should focus on building those capa- 
bilities and strengths that the other cannot facilitate. 

An inorganic strategic plan would only be actionable 
for foreign banks post 2009, when such activities 
would be feasible. However, public and private sector 
banks can and should look towards complimentary 
inorganic strategies from day one. Irrespective of open 
markets actually fructifying in 2009, they would need 
to add an inorganic dimension to their strategies— 
actively looking at mergers and acquisitions that build 
capabilities, grow business and increase shareholder 
value. Failure to incorporate this component of strategy 
would only mean a rude shock when markets open up 
and competitive dynamics change. For the public and 
private sector banks, the interim period is a golden 
opportunity to move a step ahead in the race. 

In the three years to the run-up to 2009, for for- 
eign banks, it would be the organic strategy that 
would set the foundations for growth. The bank's 
existing organic strategy would need to focus on 
complementary assets and capabilities, keeping in 
mind that the rest of the portfolio could possibly be 
completed through acquisitions. A distinct advantage 
of such an approach is that management attention 
and economic resources are invested in focussed 
areas such as specific target segments or internal 
capabilities. However the most evident disadvantage 
is the uncertainty associated—the opening up of the 
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Open markets 
should not be 
perceived as just 
an opportunity for 
foreign players 
to acquire 
Indian banks 





sector, the nature of players available 
for alliances and willingness of play- 
ers to consolidate. Having said that, 
given that resources are always 
scarce, it would be better for foreign 
banks to adopt the combination of 
a two-phased organic and inorganic 
strategy. 


In conclusion 

Open markets should not be per- 
ceived as just an opportunity for for- 
eign players to acquire Indian banks. 
The inevitability of an inorganic 
component of strategy would need to 
be accepted by public sector and pri- 
vate sector players. Today each of the 
banking groups—new private, old 
private, public and foreign—has a 
certain profile, which in turn causes 
distinctions between the groups. Over the long 
term, as markets open up and cross investments 
and mergers are undertaken, these distinctions 
between banking groups would blur. Open mar- 
kets 2009 is an opportunity for all players to shape 
up and prepare for the growth that is likely to come 
from increased competition. It is important to note 
that this actually does not need 2009 to occur— 
however, irrespective of when markets open up, 
2009 will only act as a catalyst to drive home the ur- 
gency to achieve scale and efficiencies. 

The bank that makes the most of the next three 
years and is best prepared for the changed landscape 
that could emerge five years hence would emerge 
on top. Hopefully, open markets 2009 will be the 
catalyst for action—bringing in a transformational 
phase, with players shaping up to make the most of 
growth to come. Ш 








Russell Parera is Head, Financial Services and Anand Giridhar is a 
Manager, Advisory Services with KPMG in India. The views expressed 
in the article are the personal views of the authors and do not reflect 
the views of KPMG. 
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External drivers 


their penetration in areas they are already present— 
other parts of the portfolio can be grown through 
acquisitions in 2009. 


Capability 

m To be effectively executed, strategy must be supported 
by internal capabilities that include technology, efficient 
processes, enabling structure and capable human 
resources, Banks would need to assess their positioning 
on these internal capabilities as they drive operational 
efficiencies that détermine their competitiveness in 
the marketplace. — 

ш For example, public sector banks and old private 
sector banks are likely to be focussed on ensuring that 
appropriate processes are in place—supporting 
innovation in product structuring and efficiency in 
delivery. Foreign banks would need to ensure that 
they are well integrated with their global operations— 
best practices and processes need to be in place and 
imbibed internally before they expand their operations 
through acquisitions. 


Fiscal 

m It would be important to assess the fiscal health the 
bank is currently in—Is there adequate capital from a 
regulatory perspective? Are there profitability concerns? 
Is there adequate capital for growth? _ 

@ While weak public and private sector banks would 
need to assess the availability of adequate capital from 
risk and regulatory requirements, the strong private sec- 
tor banks would be concerned about infusion of capi- 
tal to support aggressive growth plans. 


Strategic | 

Ш Strategic aspirations of the bank are also an important 
dimension—ultimately growth has to be linked to risk 
appetite of the bank. For instance, some foreign banks 
may not have the risk appetite to look at expanding 
inorganically into less penetrated geographies. 
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Complementary 


Competition 
W The above four dimensions are internal to a bank. 
However, in a situation where consolidation rules, 
competitive dynamics can change, quite literally, with 
a signature on the dotted line. Competitive movements 
can set back all the planning done, if strategies by key 
competitors are not factored in, | 

Assessing one’s position on these dimensions will 
enable a bank to understand its relative competitiveness. 
The choice then some banks would need to make is— 
do they aggressively grow the business through organic 
means and inorganic acquisitions or do they merge with 
larger players for survival—predator or prey? 


ies & resource allocation 
Next would be to understand where the bank wishes to 
position itself in the future. This would involve 
articulating the desired vision in terms of growth, 
customer segments, products & services and relative 
market share. 

However, as mentioned earlier, the 2009 scenario 


adds a new perspective that would drive vision—banks 


would also need to consider the impact of potential 
competitive movements. For instance, the strategic 
aspiration of a private sector bank to grow its market 
share could be significantly impacted by the merger of 
a key private sector competitor with a public sector 
bank. The merger would enable its key competitor 
to leverage its technology platform to reach out to 
the larger umbrella of customers of the public sector 
bank. Similarly, alliances with players operating in 
other financial services spaces, such as insurance and 
asset management, would give competitive advantages 
in terms of product portfolio as well as distribution 
efficiencies to competitors. 

The question that the bank in question would need 
to ask is whether the competitor's action could 
significantly impact them and would they prefer to act 
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banking groups (public sector, private sector and foreign 
banks), is quite different. Even within a banking group, 
views differ depending on the financial and market 
position that the particular bank finds itself in. For 
example, within the public sector group, some banks 
could view this as an opportunity to put as much 
ground between themselves and foreign banks. Others 
may view this with apprehension as they would be 
vulnerable takeover targets. Some others even see this 
as a chance to grow inorganically through alliances/ 
mergers. To the foreign banks, of course, this would be 
an opportunity to establish a significant foothold in the 
Indian market—a means to get instant access to 
geographies and customers through acquisitions. 

All banks, particularly public and private sector 
banks have a choice before them—use the time frame 
before open markets to prepare for the coming change 
or remain unprepared and vulnerable to the changes 
ahead. For banks that make the most of the next three 
years in building capabilities and reshaping themselves 
both organically and inorganically (feasible in the case 
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of private and public sector banks), 2009 could be an 
inflection point that will see them in a much stronger 
position in a possibly changed world. For banks that fail 
to make use of this opportunity and progress in a 
reactive manner, 2009 onwards could see a weakening 
of their relative competitiveness. What each bank 
makes of this opportunity depends on how they view 
2009 and prepare for the run-up to open markets. 


Strategies for a changing world 

The question then is, how should banks prepare 
for change? The strategy each player should adopt 
would depend on the unique positioning that the 
player finds itself in. What is needed is for each 
player to adopt a structured approach towards 
assessing the implications of changes in the landscape 
and preparing for what may lie ahead. 

The first step would be for each participant in the 
industry to assess its position along specific dimensions. 
There are five key dimensions that banks should care- 
fully assess themselves on. 

These dimensions include: 


Markets 

т Positioning with respect to the products and services 
within its portfolio; its target segments; penetration and 
reach in terms of geography. 

m For example, with a strong retail presence and 
significant reach through branches in smaller towns and 
cities, large public sector banks are likely to be 
concerned with protecting their competitive advantage 
and cementing relationships with the customer segment 
in this geography. These markets may prove to be the 
next frontier of growth as reach acquires importance 
and penetration in tier 2 and 3 towns increases. On the 
other hand, with restrictions on their ability to ex- 
pand, foreign banks may focus on strategies to increase 
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Supply side drivers 

Let's first take a look at the supply perspective—what 
regulatory drivers could initiate an opening up of 
markets? Here we look only at a few of the drivers that 
would influence the opening up of markets. There 
are drivers that would also deter/hinder the opening of 
markets, but that is not the focus of this discussion. The 
enabling supply side drivers include: 

ш Minimising systemic risk: A healthy and robust 
financial system with adequate capital to support 
growth and manage risk. For instance, the regulator is 
keen for all banks to have a capital base of Rs 300 crore 
going forward and many old private sector banks 
don't meet these requirements. 
Implication for open markets: A requirement of capital 
for both risk and growth that can also come from 
foreign investments into the sector. 

m Increasing banking penetration: Increasing the 
penetration of banking products and services in 
geographies and customer segments that are under- 
penetrated. India may have more than 90 scheduled 


commercial banks with nearly 70,000 branches, but this , 


does not indicate the penetration of banking services. 
As per some estimates, with just around 250 million 
accounts for more than a billion people, without 
factoring multiple accounts with a single individual, the 
banking sector is clearly under-penetrated. There is a 
need to bring more people and businesses under the 
organised financing umbrella. 

Implication for open markets: A need for increased 
competition and larger banks that have the capital to 
invest, scale up and expand operations. Also, the 
presence of foreign banks would indirectly drive local 
banks to look at expansion and entrenchment in those 
geographies that foreign banks would not be easily able 
to reach out to in the years prior to open markets. 

@ Sophistication of the banking industry: Increased 


sophistication of products and services and the 
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incorporation of good practices. If India or its financial 
hub Mumbai is to emerge as a regional financial centre, 
it must be well integrated with global financial markets 
and its participants should incorporate world-class 
processes and capabilities, = не 
Implication for open markets: The presence of well 
developed foreign banks would definitely drive the 
introduction of world class practices and capabilities that 
they would bring to the industry. Their influence on the 
industry in this context is at present very small due to 
the limited reach that they currently have in India. 

Additionally, the above are only internal drivers— 
there are external drivers such as increased integration 
with global financial markets as well as international 
pressure for the same. 


Demand side drivers 

To understand demand side drivers, let us look at the 
example of China. Just five years back, China’s banks 
were not considered in good fiscal shape, with 
significant non performing loans and being hampered 
by bureaucracy. However, the situation from an 
attractiveness point of view has turned on its head. 
Investments last year, in Chinese banks by global 
financial services players have been rather significant 
Global banks and investors that include players such as 
Bank of America, Citigroup, Temasek, HsBC, Goldman 
Sachs and American Express have invested an aggregate 
of $15-20 billion into Chinese financial institutions. The 
important point to note is that even these significant 
investments do.not provide these foreign banks with 
control. With stakes of just — 5-10 per cent and limited 
board presence, these investors have little say in matters 
of strategy or structure. 

Compare this with the potential that the Indian 
market has to offer. The Indian financial system is in 
much more robust shape than the Chinese. It may be 
significantly smaller in size but the retail market is 
still significant compared to other countries. The returns 
in the Indian market are also considered more attractive 
than those in the Chinese market. More importantly, 
foreign banks will be able to own 74 per cent of a local 
bank—providing them with the required management 
control to steer strategy. India may not be as big a mar- 
ket as China but the potential avenues for growth, 
better returns as well as strategic control would make 
India a very attractive market when it opens up. 

The pointers towards the direction the industry is 
likely to gravitate over a period of time are clear. 
There may be a question mark on the timeframe for the 
opening up of the market, but not on its eventuality. 


An opportunity 


The connotations of open markets for each of the 


An important point to remember is that for majority 
of the participants, the private and public sector banks, 
the above does not need Open Markets 2009 to 
happen. However, just the possibility of markets 
opening up, would act as a catalyst for these participants 
to evaluate their strategies and build the required 
capabilities. The preparation that is done by each 
player—public, private or foreign, prior to this point as 
well as competitive dynamics that follow will drive 
the growth of the industry and also determine the 
success of individual players over the longer term. 


The drivers 
It is important to note that the proposed opening up 





of markets in 2009 would be undertaken by RBI, post 
a host of considerations that include the experience in 
the first phase upto 2009. It would therefore, be 
important to assess if it would be realistic to expect 
that reforms would actually be undertaken. Let’s 
look at it quite simply from what can be termed as, 
the ‘demand and supply’ for a change in the 
competitive landscape: 

m Supply perspective: What considerations drive the 
regulator? Are there any sufficient reasons for the 
regulator to consider opening up the market? 

m Demand perspective: Are there compelling reasons 
for global/foreign banks to look aggressively at the 
Indian market? 
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The possibility of the opening up of the Indian banking in 2009 


should act as 





for the presence of foreign banks in India 
could, if actually implemented, herald a 
significant change in the competitive 


dynamics of Indian banking. The proposed 


roadmap envisages two distinct phases of 
change. The first phase, for which concrete details 


are awaited, allows foreign banks to establish a presence 


іп India through the wholly owned subsidiary route and 
also opens up the market for acquisitions of weak 
banks that RBI deems appropriate for consolidation. The 
second and more encompassing phase is slated to begin, 
at the earliest, from April 2009, when foreign banks 


may be permitted to acquire controlling stakes in pris 


; vately owned Indian banks—what could be called the 
. precursor to open markets. 


This discussion emphasises that, irrespective of 


open markets actually fructifying, local participants— 
both public and private sector banks, need to act with 
a sense of urgency—a sense of urgency that will drive 
them to look more actively at both organic and inorganic 


means to grow their businesses in an efficient manner. The 


possibility of open markets in 2009 should act as a cat- 
alyst to encourage local banks to shape up. For the foreign 
bank, of course, open markets imply a completely new. 
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action, ushering ina 
and inorganic growth 


avenue of inorganic growth and it thereby assumes 


greater significance. This discussion focusses on the 
strategic process that banks need to adopt to prepare for 


the changing competitive dynamics in the years ahead-— 


irrespective of when and whether markets actually open up. 
A catalyst and a possible inflection point? 


On the face of it, the road map appears to deal with, 
what is now a very small component of the Indian 
banking industry—foreign banks. However, the impact 


that this possible opening up could have on the entire 


banking landscape is significant. Should the regulator 
permit and should industry participants, particularly 


. public and private sector banks, choose to make the best 


of the time they have, 2009 could turn out to be an in- 
flection point for the industry—creating а more vibrant 


- financial services industry that in turn has a down- 


stream effect on the Indian economy. Open markets 
2009 impacts the industry on two fronts: 


ж External - Consolidation: Changes in the landscape 
` due to mergers & acquisitions being undertaken across 


the industry; and 
@ Internal - Markets and efficiencies: Shaping up of 
banks, internally with respect to target markets & 


customers, business models and operations. 
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has an interest spread of 1.80 per 
cent. The bank’s net NPAs as a per- 
centage of advances, at 0.22 per 
cent in March 2005, are the lowest 
in the industry. The capital ade- 
quacy ratio is very much in the 
comfort zone at 12.16 per cent. 
It’s been a fantastic ride so far for 
HDFC Bank, and it can only get bet- 
ter, what with the economy growing 
at over 7 per cent, 64 per cent of the 
country's GDP being consumption- 
based and most of those consumers 
under 30. *Now is the best time 
for the banks,” grins Puri. “If I ask 
god to give me a better market than 
this, probably even he would find it 
difficult.” With a chunk of the con- 
sumption happening outside the 
main metros, HDFC Bank is aggres- 
sively targeting towns and mini- 
cities. For instance, close to half of its 
two-wheeler and and car business 
comes from the non-metros. As 
Puri sees it, the challenge is not to 
create a market but to reach it. As 
he points out, two-thirds of India’s 
population has yet to partake of 
the good times. Sensing the huge 
potential, the bank is ready with 
products for the masses like 
jewellery loans, loans to shopkeep- 
ers, restaurants, warehouses, cold 
storages and other small establish- 
ments in the non-metro areas. 
Puri points out that a large 
portion of India’s savings is not 
coming into the banking system. 
Much of that chunk of savings is 
caught up in unproductive areas. 
“We are providing liquidity 
against jewellery in semi-urban 
and rural areas,” adds the Chief 
Executive Officer. Puri also sees 
plenty of business coming from 
the agricultural hinterlands, which 
is why HDFC bank has launched its 
Kisan Gold Card for crop loans, 
and has ventured into equipment 
financing. Farmers are also be- 
ing targeted for other loans. As 
Puri, who plans to take the Kisan 
Gold Card all over India, says: 
“We are trying to meet his (the 
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Cash in hand: With 1,326 ATMs, it's definitely anytime, anywhere banking 


farmer’s) every need.” 

On the distribution side, the 
bank is tying up with post offices 
and cooperative banks to sell 
financial products in the urban and 
semi-urban areas. HDFC Bank also 
has plans to flag off a non-bank- 
ing financial company (NBFC) to sell 
small-ticket loans upcountry. 

The focus on retail and the non- 
metros doesn’t mean that corporate 
banking is getting short shrift at 
HDFC Bank. As Samir Bhatia, 
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Percentage of customer transactions by 
various channels. 






W TELEPHONE 
BANKING 
W BRANCHES 


= INTERNET 

& MOBILE 
Ш АТМ 
*Figures аге till 
September 2005 
Source: HDFC Bank 


TAVA мүм 


Country Head (Corporate Banking), 
explains: “Our corporate banking 
segment is growing at over 30 per 
cent with leadership amongst the 
private banks in products like cash 
management, supply chain financing 
and treasury.” With regard to future 
growth, Puri isn’t too kicked about 
the inorganic route—"it would be 
nice, but is not a necessity", is how 
he puts it—but he has plans to tap 
the non-resident Indian (NRI) pop- 
ulation in international markets like 
Singapore, Hong Kong and Lon- 
don. The bank has already made 
its presence felt in the NRI seg- 
ment in the Us, the UK, the Middle 
East, Africa and the Far East. 
Today, with 8 million custo- 
mers in the bag, a market cap of 
$5.10 billion or Rs 22,950 crore, 
and the highest price-earning mul- 
tiple amongst all Indian banks 
(34.5), Puri is in a position to 
put his feet up and relax. But 
don't expect to catch him doing 
that. “I’m more than satisfied 
today. There is nobody in the 
company with regret. We all 
worked like mad men. But when 
you are growing at over 30 per 
cent compounded there is hardly 
any time to sit and relax." m 
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somewhere down the line the bank 
got listed on the New York Stock 
Exchange in July 2001)? The way 
Puri saw it way back in the mid-90s, 
crucial to HDFC Bank’s success 
would be a right mix of talent that 
would be able to give his bank a 
much-needed public sector feeling 
along with the refined customer 
culture of the foreign banks. You 
have to remember that when HDFC 
Bank started up, the state-owned 
banks ruled the roost in mobilising 
low-cost deposits, and offering 
advances to almost the entire cor- 
porate sector. What’s more, those 
days the psu banks had the branch 
reach, rupee resources and enduring 
customer relationships (they still 
do, but today they aren’t the only 
ones); the foreign banks for their 
part boasted premium products and 
services. “We decided to have the 
best of both. We adopted the fund- 
raising capability of psu banks and 
the service culture of foreign banks,” 
says the 56-year-old Puri, sitting in 
his corner room, which is conspic- 
uous by the absence of a pc (Puri 
doesn’t carry a mobile phone too). 

There’s rich irony in that detail, 
when you consider what's really 
worked in Puri's favour is the dra- 
matic change in the Indian banking 
landscape since the late 90s. As tel- 
communications and information 
technology converged, Indian banks 
suddenly found themselves at the 
front door of limitless possibilities. 
"Suddenly geography and large cap- 
ital became irrelevant and with out- 
sourcing taking off, banks found a 
great way to become more effi- 
cient," says Puri. 

Those opportunities and effic- 
iencies are amply evident in the 
bank's showing over the past 
decade. Since inception, HDFC 
Bank has emerged the country's 
second largest private sector bank, 
growing at a breakneck speed of 
25-30 per cent annually. It closed 
fiscal 2005, with revenues of Rs 
2,230 crore, net profits of Rs 665 
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“Our corporate banking segment is growing at over 30 per cent 
with leadership amongst the private banks in products like cash 
management, supply chain financing and treasury” 


crore and reserves of Rs 4,200 
crore. It’s maintained that mom- 
entum in the first half of the on- 
going year, with both topline as 
well as bottom line growing at 
30 per cent. The balance sheet 
size has touched Rs 67,623 crore 
as of December 2005, with a total 
deposit base of Rs 51,195 crore. 

The pace of growth may be uni- 
form, but that doesn’t mean HDFC 
Bank has been following the same 
strategy all along since inception. In 
fact, initially the game plan was to 
raise low-cost deposits and deploy 
them with large triple A-rate cor- 
porates. Then the Indian consumer 
came on the scene. “Corporate lend- 
ing was a high margin business then, 
but we slowly moved to other busi- 





nesses, especially the retail segment,” 
points out Puri. Today, HDFC Bank 
services over 8 million customers, 
and operates from 535-odd bra- 
nches in 228 cities. Some 1,326 
ATMs offers anytime, anywhere 
banking. And net banking as well as 
mobile banking are available for 
upwardly mobile customers. 

In true champion style, HDFC 
Bank figures amongst the top three 
in most of the vital product seg- 
ments, right from auto loans, per- 
sonal loans and credit cards, to 
commodities, foreign exchange and 
cash management. Comparisons 
with peers is inevitable, and on the 
interest spread front, for instance, 
HDFC Bank is right up there with a 
spread of 3.20 per cent; ICICI Bank 


If HDFC Bank is at the top of the heap in 
the latest B7-KPMG Best Banks’ ranking, 
that's because it has come up with a 
perfect blend of PSU bank-like 
fund-raising capabilities and foreign 
bank service culture. ANAND ADHIKARI 


N MID-1994, WHEN ECONOMIC 

liberalisation, as we know it 

today, was a gleam in Manm- 

ohan Singh’s eye, somewhere 

in the Far East, the Head of 

Citibank Malaysia made a 
rather strange decision: Even as his 
banker buddies laughed at him, he 
began blueprinting a plan to set up 
a full-fledged private bank in India, 
an opportunity that had just opened 
up in a market dominated by the 
sheer physical presence and reach of 
public sector banks and the pin- 
striped haughtiness of their foreign 
counterparts. Even more bizarrely, 
the Citibanker decided to locate his 
headquarters in a grimy mill in the 
distinctly downmarket area of 
Lower Parel in central Mumbai. 
Having done that, he went about 
the unenviable task of trying to per- 
suade people to work for him out of 
the mill. He succeeded in recruiting 
a snug team, but the rats and cock- 
roaches crawling out at night 
wouldn’t have boosted the confi- 
dence of most of the new recruits as 
they went about blueprinting a 


= One of the 
highest interest 


spreads, at 
3.20 per cent 


~ Leading player 
in third-party 
distribution like 
MFs and life 
policies 


strategy for the new bank. 

The ex-Citibanker in question is 
of course Aditya Puri, the bank 15 
HDFC Bank, the location of the head- 
quarters is still Lower Parel, but 
instead of a dusty mill, it’s a spank- 
ing new building with a glass facade. 
And the strategy that was on the 
drawing board in 1994, has 


SPREADING ITS WINGS 





HDFC Bank has been quietly increasing its share in non-metros. 


Branches 


Deposits 
Retail Loans 


35 





Contribution from locations outside top nine metros 


Figures in per cent 


translated into results. And how! 
If HDFC Bank tops the list of India's 
Best Banks in this year’s BT-KPMG 
study, it’s for a variety of reasons. 
These range from low deposit costs, 
to high interest spreads, to a healthy 
interest margin (despite declining 


*Figures are till September 2005 


= Top three 
positioning in 
most major 
products in target 
segment 


Source: HDFC Bank 


asset yields), to a low level of non- 
performing assets (NPAs). 

So, how did a motley bunch of 
low-profile bankers go about build- 
ing from scratch one of India’s most 
respected and best performing banks 
over the past decade (and 


= Enjoys high 
price-earning 
multiple in 
the capital 
market 
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bt reporter’s diary 


Airport 2006 


The popular disaster-movie trilogy of the 1970s and 1980s was a tempest in a teacup compared to 
happenings in India’s major airports after the government decided to hand over their modernisation 
to private companies. Business Today's correspondents were there in the thick of the action even as 
India's communist parties proved that they were nothing but economic Jihadis. 


Day 0, January 31, 
2006, Rajiv Gandbi 
Bhavan, New Delhi 

HE DAY THE FINAN- 
T bids are to be 
opened, a crowd of 
500-600 employees of 
the Airports Authority 
of India (AA!) gathers 
outside the HQ of the 
Ministry of Civil Avi- 
ation. Also present are 
leaders of the CPI(M). 
One of them, Sitaram 
Yechury says the Unit- 
ed Progressive Govern- 
ment could fall “if it 
goes ahead with its 
plan to hand over airports into private hands", a threat 
based on the fact that the communists support the 
government without being part of it—judging from 
Yechury's statement, a position that gives them lots of 
power but no responsibilities. 

The bids are opened at 3.30 p.m., an empowered 
group of ministers (EGoM) vets the awarding process, and 
the Minister for Civil Aviation, Praful Patel, announces 
the results at a 7.00 p.m. press conference. 

There seems to be no issue with the selection of the 
GMR-Fraport consortium for the Delhi airport project. 
It is the only technically qualified bidder, according to 
the findings of a committee headed by Delhi Metro 
chief E. Sreedharan, an incorruptible technocrat. The 
selection of the Gvk-South African Airports consortium 
for the Mumbai airport project is dodgy. Since GMR can- 
not be awarded both airport projects, there are no 
technically qualified bidders. “Setting aside GMR's bid, 
the government considered the financial offers of 
Reliance-AsA (Mexico), GVK-South African Airports 
and D.S. Construction-Flughafen Munchen GmbH 
(Munich), and since the offer from GVK was the highest, 
the EGoM approved its selection,” says Patel at the 
conference. That explanation is far from convincing. 
Especially since Amarchand Mangaldas, ABN-AMRO 


i 
Left's legacy 





and Airplan, the global 
advisors to the project, 
had identified two pla- 
yers, the GMR-Fraport 
consortium and Reli- 
ance-AsA (Mexico), as 
valid technical bidders. 

The minister's ex- 
planation of what is to 
happen to the work- 
ers, however, is lucid: 
For three years, all of 
them will work in the 
two airports; after that, 
the two companies will 
absorb at least 60 per 
cent of the employees, 
maybe more (the gov- 
ernment wanted to set a ceiling of 40 per cent); some 
7 per cent is set to retire in the next three years, so the 
balance will be retained by the government. As is his 
argument as to why the modernisation projects weren't 
handed over to the АА itself. “Should we spend all ААГ$ 
money in developing the Mumbai and Delhi airports or 
use it to develop other non-metro airports where private 
participation will be low?" he asks. The fact that the 
GMR-Fraport consortium will pay 45.99 per cent of 
the revenues it generates to the AAI (it had originally bid 
43.64, but agreed to match the highest bidder's rate) and 
the GvK-South African Airports 38.70 per cent, means 
that the organisation will end up with money, lots of it, 
to fund its non-metro airport upgradation initiative. 

Later in the evening, the AAI unions signal their 
intent to launch an agitation. ADAE, the promoter of 
Reliance-AsA (Mexico) and the Sterlite Group, make 
noises about the unfairness of it all and both the com- 
panies say they will consider legal recourse. 


NSVS 3WOHS 


Day 1, February 1, 2006 

Tes START SLOWLY. IN DELHI, LEADERS OF THE AAI 
Employees Union (including General Secretary 

M. K. Ghoshal) and leaders of the communist parties 

(including Brinda Karat and Dipankar Mukherjee) 
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Rabble-rousers: Wor 


gather in strength outside Terminal 1B of the domestic 
airport. Karat calls the decision “a shameless surrender” 
by the government to private interests. Mukherjee 
lashes out at the media, saying it is anti-worker and anti- 
communist. And Ghoshal, rather irresponsibly, says that 
the blame for anything that happens because the AAI 
employees aren’t at work (such as a fire or any other 
emergency) “would lie with the government only”. 

The flights seem to be on schedule, except for 
problems caused by congestion; then, that’s some- 
thing everyone has got used to ever since the airline 
boom. It’s а similar tale in Mumbai where, apart from 
the communists, some local politicos, such as Vinod 
Tawde, a corporator belonging to the Bharatiya Janata 
Party, are trying to whip up anti-government sentiments. 
Strangely enough, the вур behaves like a responsible op- 
position party at the Centre and refuses to take sides. 
Laxmi, a cleaner, is in the thick of things, first shouting 
“Inquilab zindabad (Long live revolution)”, then 
“Videshi, bahar chalo (Foreigner, get out)”, and tells a 
BT correspondent that “Praful Patel wants to remove all 
of us from our jobs”. Some employees try to prevent 
passengers from entering the terminal and the police 
have to resort to a lathi-charge to prevent them from 
doing so. “This government thinks privatisation is the 
key to everything,” says Nitin Jadhav, a leader of the 
Airports Authority Employees’ Union. Kolkata would 
seem to be the worst affected. Of the 80 flights that op- 
erate from the city, 37 have been cancelled and Chief 
Minister Buddhadeb Bhattacharjee, desperately try- 
ing to woo investors to West Bengal, cuts a sorry figure 
at a meeting organised by the Federation of Indian 
Chambers of Commerce and Industry, 

By 2.00 p.m., the protestors in Delhi have realised 
that they have to do more to attract attention. They 
block access to the terminal, start hurling abuses at 
Praful Patel, Congress President Sonia Gandhi and 
Prime Minister Manmohan Singh. They burn effigies of 
the three and block exits from the arrival lounge. 


Day 2, February 2, 2006 
d. DELHI AND MUMBAI AIRPORTS BEGIN TO STINK 
(literally) as the protest continues. The communists 
and the unions clearly care little for passengers and for 
the country’s image. The Kolkata airport, however, the 
worst affected yesterday, is back to normal, with some 
employees even ‘unofficially’ reporting for work. “I 
don’t know who they are, but they helped us come out, 
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= helped us with our luggage,” says a visibly relieved Sunil 
= Ganguly, a renowned Bengali writer who has just 
= landed from Dhaka. 

The Delhi High Court passes an order saying work- 
ers cannot protest within 500 metres of the airports, and 
= documents relating to the evaluation start floating 

around. The initial scores for the six bidders for 
Mumbai airport are as follows: 
Meanwhile, ADAE files a petition challenging the 
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The documents do not include the assessment by the committee headed by Е. Sreedharan 


bidding process in the Delhi High Court. It says that the 
methodology used to select the winning bidders was 
against the conditions laid out in the initial tender. 
The Sterlite-lead Macquarie consortium also threat- 
ens to file a petition. And the Prime Minister agrees to 
meet with representatives of the AAI unions. 





Day 3, February 3, 2006 

IRPORTS IN DELHI, MUMBAI AND KOLKATA CONTINUE 
Ave function despite being snowed under with 
garbage and sewage. The Delhi High Court defers 
the Reliance petition till February 6. One ВТ corre- 
spondent finally manages to reach G.V. Sanjay Reddy 
of the GVK Group who says that the group “is unable to 
answer any questions”. The Prime Minister meets 
with the leaders of the AAI unions and leaders of the 
CPI(M), and there is talk of the strike being lifted. 


Day 4, February 4, 2006 

E STRIKE CONTINUES TILL LATE EVENING. THE PRIME 
Minister’s assurance that no jobs will be lost does- 
n't mean anything, the unions tell a Br correspondent. 
The real issue, they tell him, is that "this isn't mod- 
ernisation of airports, but privatisation". Then there is 
talk of the Common Minimum Programme which says 
no profit-making, government-owned company or 
entity can be privatised. Still, they relent and call off the 
strike late in the evening. Thus far, the world has seen: 
a messy bid awarding process, a protest founded more 
over fears of having to work and being held accountable 
for work, impending legal battles, and filthy airports. 

Week 2 promises more action, Tune in. 8 
BY ASHISH GUPTA AND SHALEEN AGRAWAL 
IN DELHI, KUSHAN MITRA IN MUMBAI, 
AND RITWIK MUKHERJEE IN KOLKATA 


* 





bt bookend 


Cutting Through The Clutter 


A book-full of business insights from опе of Madison Avenue's 
best creative minds. ARCHNA SHUKLA 


THEN WE SET HIS HEN WE SET HIS HAIR ON FIRE IS NOT AN 

HAIR ON FIRE academician’s guide on what works and what 

B doesn't in advertising. Coming from the pen of 

Phil Dusenberry an ad veteran, the book is essentially a practitioner's 

Penguin Portfolio handbook on where the winning ideas come from. The 

а КЕ book is largely a personal memoir where the author, 
: NS 


Phil Dusenberry, who started his career in 1962 as a 
copywriter in ввро and finally rose to be its 
Chairman and СЕО of North America, takes 
a walk through the 40 years spent in the 
agency and the profession. So is it all about 
the pitches Dusenberry won and the taglines 
he created? No. The book also talks about 
good and bad advertising but in an informal 
and unfussy way. Lessons on rights and 
wrongs come in, but they come in quite ca- 
sually as he talks about his experiences 
with clients, colleagues and projects. And 
that is what makes the book quite readable. 
Dusenberry, who is credited with some 
of the most celebrated ad slogans for com- 
panies like GE (We Bring Good Things To 
Life; endured from 1979 to 2003), Visa (It's 
Everywbere You Want To Be) and Gillette 
(The Best A Man Can Get), starts with 
challenging the premise that ideas are para- 
mount in creative business. His argument is 
that it is not ideas, but insights that are 
more important. Ideas, he says, can 
inspire a great commercial but *a good insight can 
fuel a thousand ideas, a thousand commercials". He builds his case by 
sharing experiences with GE, Visa, FedEx, Pepsi and Ronald Reagan. 

Dusenberry maintains that a scientific approach in going about the 
business is a prerequisite, but one's own intuitions are more helpful. And 
sometimes, even unintended consequences yield unexpected results. 
According to him, the simple linear matrix of research, analysis, insight, 
strategy and execution, followed by most agencies, doesn't work. ^... 
because you can't predict when you'll capture lightning in a bottle and 
even if you do, you can't guarantee that the client will be smart enough 
to recognise the lightning when he sees it". 

To elucidate this, he narrates an accident that occurred during the 
shooting of a Tv commercial for Pepsi featuring Michael Jackson. 
Jackson's hair caught fire on the sets (and that's where the book draws its 
title from). Pepsi executives were worried that it would lead to negative 
publicity, but on the contrary the accident became the most covered event 
on TV and in press and Pepsi got coverage worth $13 million for no cost. 

If not for some extremely insightful lessons on advertising, it makes 
a good reading for such incidents and accidents that Dusenberry recounts 
through the book. BM 
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I'm Going Home 


Rich non-resident Indian retirees are coming back home, to Mysore, 
Pune, Kolkata, and other such cities to roost. Real estate developers, 
for one, aren't complaining. AHONA GHOSH in Pune, RITWIK MUKHERJEE 
in Kolkata and RAHUL SACHITANAND in Mysore investigate. 


YSORE ASPIRES TO BE THE NEXT BIG 
thing in Karnataka after Bangalore, 
Pune has retained some of its green- 
ery, and its status as a university- 
town, yet grown into one of the coun- 
try's most happening rr hubs, and Kolkata would like 
the world to know that the city is witnessing an 
industrial renaissance of sorts. All three cities are sim- 
ilar; they are re-inventing themselves without trying to 
lose what once made them special (although long- 
time residents of Pune would beg to differ on this 
count). That, the mixture of the old and the new has 
found a surprising group of takers, NRI retirees or 


semi-retirees that want to return to India, to a quiet 
location, yet not be cut off from the mainstream. 

The urge to return to India is driven by several fac- 
tors. Some of the NRI retirees now returning to India are 
people who left the country in the early 1970s. “We 
were first-generation immigrants," recalls Sankar Prosad 
Dutt, a civil engineer who spent over 30 years in var- 
ious locations in the us before retiring to an 11th 
floor apartment in Calcutta Greens in Kolkata, “After 
retiring, all of us wanted to come back to our friends 
and relatives.” The low cost of healthcare in India is an- 
other reason why retirees choose to come back to the 
country, says Dr A.R. Jayaram, a plastic surgeon who 





MYSORE - | | 







For plastic surgeon 
Jayaram, low-cost 
healthcare was a big 
reason to shift base to 
India from the US 4 
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was once based in Chicago, proffering 
a pragmatic reason. “We (NRI retirees) prefer places in 
suburban areas,” adds Lal Khemlani, a 63-year-old 
who moved to Pune from the Us (where he spent 27 
years). He spends three days a week honing his skills on 
the greens and the other three days working with 
Clover Builders, a city-based developer. 

Messrs Jayaraman, Dutt and Khemlani are part 
of a growing tribe. It includes the likes of Govind 
Moriani, a 55-year-old early retiree who moved 
to Pune from West Asia, 77-year-old K.K. Murty 
who returned to Mysore after several years in 
Africa and the West Indies, and 53-year-old Pradeep 
Paul who moved to Kolkata after spending over two 
decades running a trading firm (he still runs it out 
of Singapore, but is based in Kolkata). 


After 27 years in the US, 
the Khemlanis settled in 
Pune's verdant suburbs 


Real estate developers 
in the three cities have rea- 
son to be happy: most NRI 
retirees aren't just in the 
market (for a flat, villa, 
even farmhouse); they have 
the financial resources to 
make upfront payments. 

Not surprisingly, develop- 

ers are scrambling to pro- 

vide ‘first-world’ ameni- 
ties such as piped gas, solar heating systems, even ver- 
miculture pits. “Prices in these areas (preferred by NRI 
retirees) are increasing every day,” says Mahesh 
Khinvasara, who runs an eponymous property 
development firm in Pune. In Mysore, the Brigade 
Group, a large, Bangalore-based real estate devel- 
oper, boasts six developments and is scouting for 
more; Sankalp Developers is putting the final touches 
on a 1,000-apartment condominium; and Purvankara, 
another Bangalore-based developer that recently 
formed a joint venture with Singapore-based Keppel, 
is planning a Rs 30-40 crore development. “NRI 
retirees constitute 30 per cent of our clientele," says 


NVHX 4050 


Jagdeesh Babu, Managing Director, Sankalp Properties. 


"They look for villas or luxury apartments that can 
cost anything between Rs 25 lakh and Rs 40 lakh." 

While some developers in the three 
cities have dynamic online (think internet) 
interfaces to at- 
tract NRI retirees, 


KOLKATA others have ven- 


— tured into road- 
The desire to be close shows. Bengal 
to friends and relatives Shrachi a 
made engineer Dutt RE: 
move back to title Kolkata based 
developer, for 


instance, recently organised roadshows 
showcasing its Bengal NRI Complex in 
the us, Dubai and Singapore. “The 
response has been overwhelming," says 
Rahul Todi, the company's Managing 
Director. While the intangible value 
of returning to India isn't something 
that can be measured, for developers 
such as Todi and Babu, it means 
greenbacks, lots of them. a 
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bt treadmill 


A Perfect Way To Sweat 


'VE BEEN ACCUSED BY SOME READERS OF 
[x too much on strenuous work- 

outs, exhorting people to work hard in 
the gym, hoisting weights to build muscle 
and pounding the treadmill to cut flab. So 
this time I thought Га write on something 
that you could also do in your gym but 
which involves little more than kicking 
back, sitting down and relaxing. 

If your gym has a sauna or steam 
room—and most urban gyms throw those 
in these days—then you could consider 
using them regularly. A once-a-week sauna 
or steam session has great benefits, partic- 
ularly for those who work out frequently. I personally prefer the sauna 
(pronounced, as I learnt recently, *sow-na" and not “saw-na”), which is 
a small room where you can get a dry heat experience. Commonly, saunas 
have wooden slatted benches and a wood-oven that generates dry heat. 
Saunas owe their origin to Finland, where the practice was born nearly 
2000 years ago and has become an integral part of the national culture. 

The benefits of sauna can seem to be miraculous or sensible, depending 
on which enthusiast you're listening to. Some die-hard sauna fans insist 
that regular sessions can detoxify the body, strengthening its immune 
system and promoting longevity. Some studies have also shown that sauna 
sessions can improve blood circulation and help in weight control, allergy 
reduction and respiratory problems. I’m not too sure about these but here's 
my take on sauna sessions. Saunas mimic some of the effects that 
physical activity has on your body. Basically, the body's metabolism rate 
increases, as does the blood pressure and pulse rate. But a dry-heat 
session in a sauna also dilates the blood vessels (particularly the peripheral 
ones) and this can relieve strains, sprains and other muscle pain or 
soreness that you often suffer after a workout. Fact is a sauna session after 
a strenuous workout is a great way to relax your muscles. 

Here are some simple precautions. If you're a heart patient or suffer 
from high-blood pressure, the very benefits of a sauna can turn into ill- 
effects, so be careful and consult your doctor before you go. Also, a sauna 
session can be extremely dehydrating, so it is important to drink water be- 
fore, during and after the session. Also, avoid drinking alcohol before you 
go for a sauna session as its depressive effects can counter the benefits. 

Remember, even though you sweat a lot during a sauna session and 
your pulse rate rises, it isn’t the same as physical exercise. I say this because 
I see many people going for saunas and steam sessions in the mistaken 
belief that these alone will help them lose weight. Readers (see the first 
paragraph) may berate me but there's no substitute for a hard physical 
workout if you're looking to get back into shape. Let's say an occasional 
sauna session is just a reward for sticking to your workout routine. 
MUSCLES MANI 





Sauna session: No substitute 
to workouts, but this helps 


write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 





SHAKING OFF 
DANDRUFF 


ON'T MISTAKE THAT SCRATCHING 

as just an itch over the irritable 
balance sheet. Dandruff is a bigger 
nuisance and needs tackling at 
early stages. A growing number of 
celebrities, Brad Pitt and Bill Gates, 
would agree. When asked what 
was the bigger threat to The 
Beatles, drummer Ringo famously 
quipped: “The atom bomb. We've 
already got dandruff.” 
What Is It: A person's entire body sur- 
face continuously sheds dead skin 
cells. Dandruff is characterised by 
the shedding of dead skin cells from 
the scalp at an excessive rate. It is not 
dangerous and does not cause balding. 
Causes: Skin cells that grow and die 
off too fast are the cause of dandruff. 
Excessive use of hairsprays and gels 
is the common cause. Infrequent 
shampooing of the hair, improper 


are the other main reasons. According 
to Dr Manindar Sokhi, Chief 
Homeopathy Consultant, Baksons 
Homeopathy, “the occurrence of 
dandruff is related to a person's food 
habits. A diet with spicy and oily 
food can aggravate the condition." 

: Dandruff can happen at 
any age. Says Dr Sokhi: "The 
problem occurs more often in winter 
due to the dryness of skin. The most 
common symptom of dandruff is 
scaling and itching." Dandruff scales 
usually occur as small, round, white- 
to-gray patches on the top of the 
head. Scaling can occur anywhere on 
the scalp, in the hair, on the 
eyebrows, the beard and can spread 
to the neck and shoulders. 
Treatment: Mild dandruff can be 
controlled by regularly shampooing 
the scalp with a mild, non-med- 
icated shampoo. "Shampooing and 
massaging of hair is a temporary 
solution to the problem," says Dr 
Sokhi. The scalp should be mas- 
saged gently to loosen flakes and 
the hair and scalp rinsed thoroughly. 
Brushing the hair with a natural- 
bristle brush can also prove beneficial. 

MANU KAUSHIK 
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bt printed circuit 


Digital Eye 
Pentax *ist DL2 


OR IS ITS NAME. TIME WAS, WHEN PENTAX WAS 
renowned for its Pentagonal focussing lens, which 
gave its SLR cameras their usp. The switch to digital, 
however, has seen the company losing out to rivals 
Nikon and Canon. Now comes the *ist 012, It features 
a 6.1 megapixel resolution, strictly middle-of-the-road 
nowadays. However, the camera's killer app may not 
be its resolution or lack of it, but its ‘Auto Picture 
Mode', which not only 
selects the light, aperture 
and speed settings, but 
also what mode (Portrait, 
Landscape, Sports) you 
should take the picture 
in, just perfect for photo- 
illiterates who want to 
own a big camera. 
Though the price hasn't 
yet been announced, it 
is expected to retail at 
around $700-800 
(Rs 31,500-36,000). 
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Speak Softly 
Logitech X-230/530 


И реек ARE SPEAKERS AND THEN THERE ARE 
speakers, but when it comes to the computer 
almost all sound the same. Tinny. Then the Swiss, 
handy at making cheese, watches and knives (not in 
that order) have also made a gem of a speaker system. 
Actually, make that two. The company is Logitech 
and its 2.1 surround system, the x-230 (ideal for 
making your entire office appreciate your music) 
and the more home/cko-friendly x-530 5.1 surround 
system are by far the best-sounding speaker systems 
one has heard in a long time. The best thing about 
them? The price. 

Price: Rs 3,995 for the x-230 and Rs 6,995 
for the Х-530. 





Wear Your Data 
The Imation Wristband 





NES SEE KIDS WEARING YELLOW ‘LIVESTRONG’ BANDS 
everywhere (that is, you see these kids everywhere, 
not that they wear the bands everywhere). Fact is, 
most of these bands available in India are fake, and not 
a rupee from their sales proceeds goes to Lance 
Armstrong's Cancer Foundation. Our suggestion: if you 
do want to stand out, wear your data on your wrist. 
Imation, in the news recently for acquiring Memorex, 
is planning to introduce a wristband that can hold 
256 MB of data. No price has been announced yet, but 
expect it to be upwards of the Rs 1,500-2,000 you 
would pay for a standard 256 мв flash drive. 
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All My Data 
Caviar 500 


| JUST HOW MUCH 500 GIGABYTES OF MEMORY 
is? That much memory would store the first 
millennia of Business Today issues (if the magazine 
had been around for that long) and still have enough 
space to spare. Well, some people over at Western 
Digital think that file sizes are getting out of control, 
especially with every suit’s obsession 
with PowerPoint. The company’s 
response? A 500-GB drive, 
the Caviar 500 that 
can not only store @ 
immense amounts 
of data, but also 
transfer it quickly 
and quietly. Priced at 
$349 (Rs 15,705), it 
might be a bit pricey now, 
but a few months down the 
line you could probably get 
this for a steal. ai 

COMPILED BY KUSHAN MITRA 
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Innovative Strategies: 
From Idea 
To Execution 


Strategic innovation is the key in unlocking breakthrough ideas as 
organisations face future challenges. Dr. Vijay Govindarajan, Professor of 
International Business at the Tuck School, elaborated on this at the recent 


Business Today Knowledge Management Forum. 






REAKTHROUGH EXECUTION, 
not just breakthrough 
ideas, is the way forward, 
says strategy guru Dr 
Vijay Govindarajan. At 
the Business Today Knowledge 
Management Forum held in New 
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KNOWLEDGE 


Vijay Govindarajan explaining a finer point to the participants 


2 


Delhi and Mumbai, in association 
with Apollo Tyres, Govindarajan 
explained the finer nuances to 
sustain businesses in the new age. 
His mantras: Manage the present; 
Selectively forget the past; and 
Create the future. 









Govindarajan suggested that to 
meet challenges, organisations 
needed to follow a completely new 
approach. He said the processes 
that had always been successful till 
now could be obsolete in future. 
To sustain in the long run, a business 


APOLLO TYRES ITD. 


Govindarajan in a lively chat with participants 
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could not afford to ignore the future, 
while maintaining the present 
processes and performances. 

To create the future, organisa- 
tions need to think of new processes, 
identify new markets, and new com- 
petition. It would require compa- 
nies to implement non-linear shifts, 
establish new core competencies 
while building on the current core 
competencies. It would also require 
those to look for growth initiatives 
not only in the core business, but 
also in the adjacent space and non- 
adjacent space. This is precisely 
where the organisations would need 
to selectively forget the past lest it 
would hinder the forward move- 
ment. On the challenges for the 
NewCo (as he calls the new process), 
Govindarajan elaborated on three 
elements—borrowing, forgetting 
and learning. The NewCo would 
be at an obvious advantage over the 
other start-ups as it could build on 
the resources of the CoreCo (the 
parent company). Govindarajan cau- 
tioned that the borrowing should 
be limited to physical assets and cur- 
rent core competencies and not 
stretched to ideas and attitudes that 
had been there in the CoreCo for 
long. In his address, R.A. Mashelkar, 
Director-General, Council for 
Scientific and Industrial Research 
(CSIR), said policy-makers and the 
industry need to tread a new path to 
meet future challenges. 

Dr Jagdish Sheth, Professor of 
Marketing, Emory University, 
stressed that India, China and USA 
would be the three economies to 
watch in future. 

Bringing the India angle, 
Govindarajan said: “I see India as a 
country with limitless possibilities.” 
With India and China controlling 5 
per cent of the world’s GDP with $2 
trillion, the question remains as to 
how India is going to participate in 
wealth creation in the next 25 years. 
Govindarajan’s message is loud and 
clear for companies aiming to be 
global leaders for the future. 8 
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A Sudden Departure 


FOR FIVE YEARS, IMRAN HASSEN WAS VOLKSWAGEN 
subsidiary Skoda’s face in India. So it was a little surprising 
to find him missing at this year’s Auto Expo, held early 
January in Delhi. Then, senior executives from 
Volkswagen had said at the sidelines of the show that 
Hassen had been sent back to the parent company fol- 

lowing differences over growth strategy for India. But 
now there are rumours that the reasons for Hassen’s hasty 
departure may be different. For one, the industry’s 
rumour mill is buzzing with talks of possible financial 
impropriety involving Hassen. The Pakistan-born, 
German-raised Hassen could not be reached for com- 
ment, but there’s no doubt that he played a crucial role 
in turning a bottom-of-the-pile car brand (Skoda) in 
Europe into a premium marque in India. Hassen has been 
replaced by Skoda’s brash and young CFO, Lucas Folc. So 
Hassen or no Hassen, we'll still have Skoda around. 


SOUMIK KAR 
os T 
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SOUMIK KAR 


Homing In 


HE IS ONE OF THE FEW INDIA-BORN CEOS OF A 
US-based architectural firm. And now PRAFUL 
KULKARNI, the boss at gkkworks, wants to “give 
back something to India". The irr Kharagpur 
alumnus is exploring ideas with Silicon Valley- 
based venture capitalist and fellow irrian Vinod 
Khosla for a low-cost housing project. Kulkarni, 
52, whose firm has annual revenues of $50 mil- 
lion (Rs 225 crore), has executed residential 
complexes in Mumbai, besides a cricket acad- 
emy for the Mumbai Cricket Association. “I 
think we are yet to see the best," says the 
California-based Kulkarni of India's architec- 
tural prowess. With real estate booming, 
Kulkarni will surely have plenty of opportunity 
to showcase his skills. 











No Kid Stuff 


IT’S GOT TO BE THE GENES. HOW ELSE DOES ONE EXPLAIN A 
16-year-old not just having the talent for art but the 
smarts for enterprise? Last fortnight in Bangalore, 
Geetanjali and Vikram Kirloskar’s daughter MANASI put 
together a unique exhibition of paintings. On display 
weren't her own creations (Manasi has been painting as 
long as she can remember), but those of children from 
Rohini Nilekani's Akshara and Christel DeHaan's Christel 
House for the underprivileged. Money raised from the sale 
go to the two NGOs. “I like working with kids and this was 
a great opportunity for me to interact with them," says the 
10th-grader. Apart from Infosys’ Nandan Nilekani, 
Toyota Motor’s Honorary Chairman Shoichiro Toyoda 
himself turned up to open the show. 
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book ¢ ? In Chennai. When the Getty wanted to showcase 


ted? 
the C Jlassics, it made a beeline for erra мог, the lady behind 


the small, independent imprint Tara Publishing (turnover: Rs € 


lakh). At 49, Wolf has made quite an impact on global publishing 
with a unique calling card of her own—the Bookcraft series. The 
series marries fabulous traditional visuals, say Gond or Worli paint- 
ings, with text to produce what is more a work of art than a mere 
book, each piece individually screen-printed on handmade 
paper. “I have always been fascinated by the combination of word 
and visuals," says the unassuming Wolf. в 





The B1 Bomber Man 


HE IS INDIAN ENGINEERING SERVICES INDUSTRY'S 
best-kept secret. Nearly three decades ago, SWAMI 
NARAYANASWAMI, 65, was one of the few Indians 
on Rockwell's prestigious, but top-secret B1 
Stealth Bomber project. After his stint in the us, 
the low-profile Narayanaswami moved back to 
India and was one of the pioneers of the offshore 
engineering services industry, by first, installing 
and training aerospace engineers at the National 
Aerospace, Bangalore and then starting CSM 
Software, a simulation products and services 
company. “India can become a leader in the 
engineering services market and over the next five 
to 10 years we can also look to compete with the 
west on complete products rather than just serv- 
ices,” says the man, who's just bagged a $1-mil- 
lion (Rs 4.5 crore) contract from Tata Motors. 


KRISHNASWAMY 
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Airtel 
presents 
the 
:redit card 
of the 
future. 





Presenting India's first 
credit card on mobile. 
Only on Airtel. 
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dersnip spotlight 


NAME: 

AGE: 56 

DESIGNATION: Non-executive VC 
COMPANY: Gujarat Ambuja Cements 





Reinventing Himself | 


HE WHEEL HAS COME A FULL CIRCLE FOR NAROTTAM SEKHSARIA, ON JANUARY 29, HE— 

along with co-promoters and close relatives, the Neotias—sold a 14.8 per cent stake 

in Gujarat Ambuja Cements Limited (GACL) to international major Holcim for 
Rs 2,100 crore. Sekhsaria, till recently Managing Director of the company he founded in 
1984, will now be its Non-executive Vice Chairman. And Holcim's stake will rise to about 
35 per cent if the expected open offer is fully subscribed. No explanations were forthcoming 
for this move. But that's typical of the low profile and down to earth Sekhsaria, who comes 
from a family of cotton traders. Adman and Grey Global Group Chairman (South Asia) and 
President (South-East Asia) Nirvik Singh, who has known him for long, points out that the 
man's humility and his constant desire to learn are what distinguishes him from others. “He 
is extremely approachable and is always willing to listen," he says. 

Sekhsaria's management philosophy is simple—empower people across the board 
and ensure that GACL has the lowest capital cost per tonne of cement. But why has he 
diluted his stake in his flagship and, for all practical purposes, exited the industry he 
has lorded over for two decades? The picture is not clear yet. Interestingly, just a cou- 
ple of days before the deal with Holcim, Sekhsaria was appointed Chairman of Acc. 
And insiders say he is focussing most of his attention these days on the Narottam 
Sekhsaria Foundation, which runs the Narottam Sekhsaria Scholarship Programme 
for students looking to pursue their education either in India or abroad. So, is the man 
who Forbes listed among the 40 richest Indians in 2005 (net worth: $590 million, or 
Rs 2,655 crore) turning full time to philanthropy? Will he and his family, who still 
hold a 9 per cent stake in GACL, now turn their focus from managing companies to 
managing wealth a /a the Wallenburgs, the Vanderbilts and the Rockefellers? And does 
this mark the beginning of a trend among India's super rich? Sekhsaria built his em- 
pire from scratch by always being ahead of the curve. Now he has reinvented himself 
once again. And everyone's wondering why. 8 

KRISHNA GOPALAN 
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Ogilvy Financial 694 


Ranked India's No.1 M&A Advisor. Twice over: 


STANDARD 


v. | 


&POOR'S 


+ Rs. 80.5 billion | Rs. 3.2 billion 
Consolidation of various Acquisition of controlling stake 
operating cellular mobile in CRISIL by Standard & Poor's 

services companies in Mumbai, Successful Cross Border 


Delhi, Gujarat, Kolkata, Punjab | Conditional Offer 
Sole Advisor | Exclusive Financial Advisor 
February 2005 | May 2005 


i om itn itn nani ROO TNR SOOO OO EEE 





aM 
Hindustan Motors | The Great Eastern 
Rs. 4.3 billion | Shipping Co. Ltd. 
Components Business Spin-off | Rs. 6.73 billion 
& Equity Participation by Actis | Demerger of Offshore Division 
and GP-CK Birla Group | Business Restructurings 
Financial Advisor | Financial Advisor 
June 2005 | August 2005 (ongoing) 


ADAE Group 4 








Rs. 26.5 billion Hurch 
Expansion of capital through | Rs. 50.6 billion 
preferential issue and open Acquisition of BPL Mobile by 
offer by Anil D. Ambani and his Hutchison Essar Ltd. 
associates to shareholders of | Largest Indian M&A Deal 
Reliance Capital Limited | (Excluding Group Restructurings) 
Advisor to the Open Offer | Financial Advisor 
September 2005 | September 2005 
үү 
MICRO INKS 
| Rs. 4.04 billion 
Rs. 15.07 billion _ Divestment of 60% stake in 
Hubergroup partnership | Thamas Cook India Ltd. to 
with Micro Inks | Dubai International Group 
Financial Advisor | Financial Advisor 
November 2005 | December 2005 


Kotak Investment Banking has been ranked India's No.1 M&A Advisor in Bloomberg and INDATA 
league tables. In 2005, we played a key role by offering tactical and strategic advice in more than 


.20 marquee deals worth a whopping $ 2,896 million. We take this opportunity to thank all our 


clients for the trust they have placed in us and promise to deliver even better in the years to come. 


kotak 


Investment Banking 


*Source: Bloomberg Jan-Dec 2005 league tables. INDATA 2005 league tables. Е E 
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